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SIGNIFICANT ITEMS 








This listing does not affect the legal status of any 
document published in this issue. 


Enforcement 
LR-6900 SEC v. Southcoast Hydroponics of 
Elsinore, Inc., et al. 
Default judgment entered against 
two defendants. Registration and 
anti-fraud violations enjoined in 
case involving investment con- 
tracts in the form of hydroponic 
greenhouses coupled with offers 
of management agreements. 
LR-6901 SEC v. Kenneth E. Denson, et al. 
Defendants Sparks and Denson 
enjoined and ordered to dis- 
gorge funds to Allegheny Bever- 
age Corporation. 
LR-6902 SEC v. Bank Vom Linthgebiet, 
et al. 
Complaint alleges manipulation 
of Investment Property Builders, 
Inc. stock. 
LR-6903 SEC v. Western Pacific Gold and 
Silver Exchange Corporation, et al. 
Summary judgment entered in 
above-captioned matter with 
respect to silver investment 
agreements, as well as, orders 
issued for certain ancillery re- 
lief and order requiring defend- 
ant James Ray Houston to show 





cause why he should not be cited 
for civil contempt of court for 
failure to account as ordered on 
April 15, 1975. 

U.S. v. Stanley Goldblum, et al. 
Defendants Julian Weiner and 
Marvin Al Lichtig found guilty 
at conclusion of 4 month trial 
regarding fraudulent activities 
of Equity Funding Corporation 
of America. 

SEC v. Wheatheart, Inc., et al. 
Fraud alleged in complaint filed 
in Texas Federal Court. Offer 
and sale of limited partnership 
interests in cattle feeding pro- 
grams. 


Proposals for Minor Amendments 
to Sections of Regulations S-X 
which were recently revised by 
Accounting Series Release Nos. 
147, 148, and 149 (S7-565) 

Comment period expires: 

July 31, 1975. 
Proposed Amendments to Forms 
S-1 and S-7 and to Guide 28 of 
Guides for Preparation and Filing 
of Registration Statements and 
Proposed Amendments to Forms 
10 and 10-K and to Guide 2 of 
Guides for Preparation and Filing 
of Reports and Registration State- 
ments relating to Disclosure of 
Oil and Gas Reserves (S7-566) 

Comment period expires: 

July 15, 1975. 
Comment Period Extended on 
Proposal to Standardize Port- 
folio Valuation by Certain In- 
vestment Companies 

Extension: June 23, 1975. 
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FREEDOM OF INFORMATION ACT has been completed. As it has subsequently noted, however, 


Release No. 8/May 29, 1975 disclosure of such material prior to the completion of en- ' 
forcement action would, in most cases, interfere with the 

In the Matter of Request of Commission’s enforcement proceedings and, in some cases, | 
would tend to deprive a person of his right to a fair trial 

JUNG JA MALANDRIS or an impartial adjudication or would constitute an un- 

x warranted invasion of the personal privacy of the subject 
pursuant to the Freedom of Information Act for access to of the investigation. Before enforcement action is conclud- 
certain investigatory records ed, therefore, investigative records are generally exempt by 

virtue of the seventh exemption, 5 U.S.C. §552(b) (7), re- 
ORDER PARTIALLY GRANTING REQUEST quested by the subject of the investigation, see, e.g. In the 


Matter of Request of American Institute Counselors, Inc., 
This appeal is from the determination of the Commission’s FOIA Release No. 3, 6 SEC Docket 718 (April 24, 1975) | 

















Public Information Officer to deny a request for records or by third parties, see e.g., In the Matter of Request of |. 
pursuant to the Freedom of Information Act (FOIA), 5 Walton Bader, Esq., FOIA Release No. 1, 6 SEC Docket 
U.S.C. §552, made by counsel on behalf of Ms. Jung Ja 541 (April 3, 1975). | 
Malandris, a plaintiff in private litigation to which the re- | 
quested records are apparently relevant. The request en- 2/ The Commission frequently must deny access to the | 
compasses all records relating to an investigation conducted _ records contained in an investigatory file where it has | 
by the Commission. taken no enforcement action, since disclosure will often ( 
invade the personal privacy of persons who have been in- 
At the time the initial request was received, the staff had vestigated but against whom no charges have been brought. 
not determined whether to recommend the institution of However, where a particularized need for records is demon- 
enforcement proceedings. The initial denial of Ms. Malan- strated which outweighs any possible harm resulting from ( 
dris’ request was, in those circumstances, entirely con- an invasion of personal privacy, disclosure of such investi- I 
sistent with the Commission’s policy. 1/ Since that time, gatory files is proper. } ‘ 
however, the staff has determined that it will not recom- | 
mend the institution of any enforcement proceeding Since the evidentiary materials appear relevant to the pri- i 
against the subjects of the investigation. In these changed vate action, even if disclosure of the evidentiary materials 
circumstances, the Commission has decided to disclose to in the file might be considered an invasion of privacy, it 
Ms. Malandris all evidentiary material contained in the is clearly not an “unwarranted” invasion of privacy to 
file. 2/ disclose the files to Ms. Malandris, see 5 U.S.C. §552(b) 
(7)(C). Cf. Getman v. NLRB, 450 F.2d 670, 674 (C.A.D.C.), , t 
The Commission will not, however, disclose any inter- or application for stay denied, 404 U.S. 1204 (1971). ‘ ( 
intra-agency memoranda contained in the file; such ma- d 
terials are exempt from disclosure by virtue of the fifth : / 
exemption, see 5 U.S.C. §552 (b)(5) and Commission ( 
Rule 17 CFR 200.80(b)(5). Since all of the evidentiary 
materials disclosing the facts upon which the memoranda E 
were based will be disclosed, disclosure of severable factual C 
portions of the memoranda, if any, are not required to be a 
disclosed in this case. As the Court of Appeals for the Dis- SECURITIES INVESTOR PROTECTION ACT c 
trict of Columbia Circuit has observed, the purpose of the 
fifth exemption is to protect an agency’‘s deliberative pro- ( 
cess, Montrose Chemical Corp.v. Train, 471 F.2d 63, 68 é 
(C.A.D.C., 1974). Disclosure of the factual portions of SECURITIES INVESTOR PROTECTION ACT OF 1970 : 
memoranda in the instant circumstances would serve Release No. 37/May 23, 1975 t 
only to reveal the staff’s “evaluation of the relative signi- rie 1 
ficance of the facts recited” in the memoranda: “[t] o See Securities Exchange Release No. 11441/May 23, 1975. 
probe the summaries of record evidence would be the same | 
as probing the decision-making process itself."’ /d. c 
Accordingly, 1T iS ORDERED that evidentiary materials F 
in the investigatory file will be disclosed in response to the 6 
request of Jung Ja Malandris, and that the request is in all 6 
other respects denied. p 
SECURITIES ACT Ie 
By the Commission. it 





George A. Fitzsimmons 
Secretary SECURITIES ACT OF 1933 
Release No. 5587/May 27, 1975 
1/ In Securities Act of 1933 Release No. 5571, 6 SEC 
Docket 286 (February 21, 1975), the Commission noted SECURITIES EXCHANGE ACT OF 1934 
its general policy of disclosing the evidentiary materials Release No. 11442/May 27, 1975 
from its investigatory files when all enforcement action 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19005/May 27, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8801/May 27, 1975 


PROPOSALS FOR MINOR AMENDMENTS TO SECTIONS 
OF REGULATION S-X WHICH WERE RECENTLY REVIS- 
ED BY ACCOUNTING SERIES RELEASES NOS. 147, 148 
AND 149 (S7-565) 


|. Introduction. 


Since the issuance of Accounting Series Release (ASR) No. 
147 (October 5, 1973) requiring additional disclosure about 
leases, ASR No. 148 (November 13, 1973) regarding dis- 
closure of compensating balances and short-term borrowing 
arrangements, and ASR No. 149 (November 28, 1973) set- 
ting forth improved disclosure requirements for income tax 
expense items, registrants have pointed out certain editorial 
inconsistencies or ambiguities in the associated Regulation 
S-X rule changes and guidelines. Registrants also noted that 
a materiality test in ASR No. 149 results in disclosure of 

de minimus amounts and that ASR No. 148 disclosures are 
not required for several types of companies covered by 
separate rule sections in Regulation S-X. This release pro- 
poses rule changes to correct such items as well as making 
an editorial change in one of the ASR No. 148 guidelines. 


ll. Discussion of Proposed Amendments. 


Most of the proposed amendments constitute minor edi- 
torial changes. However, the following proposals constitute 
changes in the substance of existing requirements. 


A. Rule 3-16(0)(1) would be amended to avoid disclosure 
of immaterial components of deferred tax expense. 


B. Rule 5-02-25 would be amended to require disclosure 
of borrowings and short-term borrowing rates from factors 
and other financial institutions in addition to banks and 
commercial paper holders as presently required. 


C. Article 6 (Management Investment Companies), Article 
6B (Face Amount Certificate Investment Companies), and 
Article 7A (Life Insurance Companies) would be amended 

to include many of the disclosures now required by ASR No. 
148 for other types of companies. 


lll. Proposed Amendments to Regulation S-X and Modifi- 
cation of ASR No. 148 Guideline. 


Rules 3-16, 3-16(0), 3-16(q), 5-02-1, 5-02-18, 5-02-25, 
6-03-11, 6-03-12, 6-03-16, 6-22-1, 6-22-15, 6-22-17, 
6-22-19, 6-22-21, 7A-03-2, 7A-03-8 and 7A-03-17 are 
proposed to be amended as follows (material to be de- 
leted are lined through and material to be added is in 
italics) : 


Rule 3-16. General Notes to Financial Statements. (See 
ASR No. 4) 


[First and last sentence unchanged. Middle sentence changed 
as follows.] 


The information shall be provided for each statement re- 
quired to be filed, except that the information required 
by items (c), (e), (f), (g)(3), (h), (i), (k) and (p) shall be 
provided as of the most recent audited balance sheet and 
any subsequent unaudited balance sheet being filed. 
and-for-item +q)-as-speeified-therein- 


* * * # * 


Rule 3-16(0). Income Tax Expense. 


(1) Disclosure shall be made, in the income statement or 

a note thereto, of the components of income tax expense, 
including (i) taxes currently payable; (ii) the net tax ef- 
fects, as applicable, of (a) timing differences (Indicate 
separately the amount of the estimated tax effect of each 
of the various types of timing differences, such as deprecia- 
tion, research and development expense, warranty costs, 
etc. Fypes-of timing differences that are iadividually tess- 
than-4+6 pereert-of-the-deferred-tax-amnount-in-the-ineome 
statement-may-be-combined-|f the net tax effect of each 
type of timing difference is not more than five percent of 
the amount computed by multiplying the income before 
tax by the applicable statutory Federal income tax rate 
and if the aggregate amount of the tax effect of timing 
differences is less than five percent of such computed 
amount, disclosure of each of the separate types of timing 
differences may be omitted.) and (b) operating losses; and 
(iii) the net deferred investment tax credits. Amounts appli- 
cable to United States Federal income taxes, to foreign in- 
come taxes and to other income taxes shall be stated 
separately for each major component. Unless-the- Amounts 
applicable to foreign and or other income taxes is which 
are less than five percent of the total of the major com- 
ponent need not be separately disclosed. 


(2) If it is expected that the cash outlay for income taxes 
with respect to any of the succeeding three years will sub- 
stantially exceed income tax expense for such year, that 
fact should be dislcosed together with the approximate 
amount of the excess, the year (or years) of occurrence 
and the reasons therefor. 


(3) Provide a reconciliation between the amount of reported 
total income tax expense and the amount computed by 
multiplying the income before tax by the applicable sta- 
tutory Federal income tax rate, showing the estimated 
dollar amount of each of the underlying causes for the 
difference. If no individual reconciling item amounts to 
more than five percent of the amount computed by mul- 
tiplying the income before tax by the applicable statutory 
Federal income tax rate, and the total difference to be re- 
conciled is less than five percent of such computed amount, 
no reconciliation need be provided unless it would be signi- 
ficant in appraising the trend of earnings. Reconciling items 
that are individually less than five percent of the computed 
amount may be aggregated in the reconcilation. The recon- 
ciliation may be presented in percentages rather than in 
dollar amounts. Where the reporting person is a foreign 
entity, the income tax rate in that person’s country of do- 
micile should normally be used in making the above com- 
putation, but different rates should not be used for sub- 
sidiaries or other segments of a reporting entity. 4 When 
the rate used by areporting foreign person is other than 
the United States Federal corporate income tax rate, the 
rate used and the basis for using such rate shall be disclosed. 
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Rule 3-16(q). Leased assets and lease commitments 


Any contractual arrangement which has the economic char- 
acteristics of a lease, such as a “heat supply contract” for 
nuclear fuel, shall be considered a lease for purposes of this 
rule. Leases covering oil and gas production rights and min- 
eral and timber rights are not to be considered leases for 
purposes of this rule. For purposes of this rule, a financing 
lease is defined as a lease which, during the noncancelable 
lease period, either (i) covers 75 percent or more of the 
economic life of the property or (ii) has terms which as- 
sure the lessor a full recovery of the fair market value 
(which would normally be represented by his investment) 
of the property at the inception of the lease plus a reason- 
able return on the use of the assets invested subject only to 
limited risk in the realization of the residual interest in the 
property and the credit risks generally associated with se- 
cured loans. The disclosures set forth under sections (1) 
and (2) below are enty- required if gross rental expense 

in the most recent fiscal year exceeds one percent of con- 
solidated revenues. 


(1) Total rental expense (reduced by rentals from sub- 
leases, with disclosure of such amounts) entering into the 
determination of results of operations for each period for 
which an income statement is required presented- shall be 
disclosed. Rental payments under short-term leases for a 
month or less which are not expected to be renewed need 
not be included. Contingent rentals, such as those based 
upon usage or sales shall be reported separately from the 
basic or minimum rentals. Rentals on noncapitalized fi- 
nancing leases shall be shown separately for both categories 
of rentals reported. 


(2) The minimum rental commitments under all noncancel- 
able leases shall be disclosed, as of the date of any the-latest 
balance sheet required presented,;- in the aggregate (with 
disclosure of the amounts applicable to noncapitalized fi- 
nancing leases) for (i) each of the five succeeding fiscal 
years; (ii) each of the next three five-year periods; and 

(iii) the remainder as a single amount. The amounts so de- 
termined should be reduced by rentals to be received from 
existing noncancelable subleases (with disclosure of the 
amounts of such rentals). For purposes of this rule, a non- 
cancelable lease is defined as one that has an initiai or re- 
maining term of more than one year and is noncancelable, or 
is cancelable only upon the occurrence of some remote con- 
tingency or upon the payment of substantial penalty. 


(3) [No Change.] 


(4) For all noncpaitalized financing leases there shall be 
disclosed: 


(i) The present values of the minimum lease commitments in 
the aggregate and by major categories of properties, such as 
real estate, aircraft, truck fleets and other equipment. Pre- 
sent values shall be computed by discounting net lease pay- 
ments (after subtracting, if practicable, estimated, or actual 
amounts, if any, applicable to taxes, insurance, mainten- 
ance and other operating expenses) at the interest rate im- 
plicit in the terms of each lease at the time of entering into 
the lease. Such disclosure shall be made as of the date of any 
balance sheet required presented: If the present value of the 
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minimum lease commitments is less than five percent of the 

sum of long-term debt, stockholders’ equity and the present 

value of the minimum lease commitments, and if the Te x. 
$ 


on net income required to be disclosed under (iv) below is 
less than three percent of the average net income for the 


v 


most recent three years, this disclosure is not required; ( 
(ii) [No Change.] a 
c 
(iii) [No Change.] c 
s 
(iv) The impact upon net income for each period for which a 
an income statement is required presented if all noncapita- b 
lized financing leases were capitalized, related assets were t 
amortized on a straight-line basis and interest cost was ac- le 
crued on the basis of the outstanding lease liability. The n 
amount of amortization and interest cost included in the 
computation shall be separately identified. If the impact on (t 
net income is less than three percent of the average net in- v 
come for the most recent three years, that fact may be 0 
stated in lieu of this disckosure. In calculating average net st 
income, loss years should be excluded. If losses were in- e 
curred in each of the most recent three years, the average . 
loss shall be used for purposes of this test. . 
re 
* * . * * Tr 
di 
Article 5. Commercial and Industrial Companies. in 
ct 
Rule 5-02-1. Cash and cash items. - 
s 
State separately (a) cash on hand and unrestricted demand 
deposits; (b) /ega//y restricted deposits held as compensating (c 
balances against short-term borrowing arrangements; (c) 1 A 
time deposits and certificates of deposit (excluding amounts ‘J 
included in (b) above or Rule 5-02-18(c) below); (d) funds 
subject to repayment on call or immediately after the date A 
of the balance sheet required to be filed; and (e) other funds, 
the amounts of which are known to be subject to withdraw- R 
al or usage restrictions, e.g., special purpose funds. The gen- 
eral terms and nature of such repayment provisions in (d) Si 
and withdrawal or usage restrictions in (e) shall be described a 
in a note referred to herein. In cases where compensating be 
balance arrangements exist but are not agreements which fu 
legally restrict the use of cash amounts shown on the balance de 
sheet, describe these arrangements and the amounts involved, fu 
if determinable, for the latest fiscal year (and any later inter- a 
im period for which a balance sheet is required) in the notes N 
to the financial statements. Compensating balances that are - 
maintained under an agreement to assure future credit avail- , be 
ability shall be separately disclosed in the notes to the finan- 
cial statements along with the amount and terms of such Re 
agreement. St 
Rule 5-02-18. Other assets. bo 
State separately (a) noncurrent receivables from persons ps 
specified in captions 3(a)(1) and (4) above; (b) each pension an 
or other special fund; (c) /egal/ly restricted deposits held as = 
compensating balances against long-term borrowing arrange- = 
ments; and (d) any other item not properly classed in one ~ 
of the preceding asset captions which is in excess of five . 
percent of total assets. Ri 
Rule 5-02-25. Accounts and notes payable. fy St 
ba 





(a) State separately amounts payable to (1) banks, factors 
or other financial institutions for borrowings; (2) holders of 

Acommercial paper; (3) trade creditors; (4) parents and sub- 
sidiaries; (5) other affiliates and other persons the invest- 
ments in which are accounted for by the equity method; 
(6) underwriters, promoters, directors, officers, employees 
and principal holders (other than affiliates) of equity se- 
curities of the person and its affiliates; and (7) others. Ex- 
clude from (6) amounts for purchases from such person 
subject to usual trade terms, for ordinary travel expenses 
and for other such items arising in the ordinary course of 
business. With respect to (4) and (5), state separately in 
the registrant’s balance sheet the amounts which in the re- 
lated consolidated balance sheet are (i) eliminated and (ii) 
not eliminated. 


(b) The weighted average interest rate and genral terms (as 
well as formal provisions for the extension of the maturity) 
of each category of aggregate short-term borrowings (the 
sum of items (a)(1), (a)(2) and (a)(3) above reflected on 
each balance sheet shall be disclosed along with the maxi- 
mum amount of aggregate short-term borrowings outstand- 
ing at any month end (or similar time period) during each 


related period being reported upon. \n addition, the approxi- 


mate average aggregate short-term borrowings outstanding 
during the period and the approximate weighted average 
interest rate (and a brief description of the means used to 
compute such averages) for such aggregate short-term bor- 
rowings shall be disclosed in the notes to the financial 
statements. 


(c) [No Change.] 


Article 6. Management Investment Companies. 
Rule 6-03-1. Cash and cash items. 


State separately (a) cash on hand and unrestricted demand 
deposits; (b) legally restricted deposits held as compensating 
balances against short-term borrowing arrangements; (c) 
funds subject to repayment on call or immediately after the 
date of the balance sheet required to be filed; and (d) other 
funds, the amounts of which are known to be subject to 
withdrawal or usage restrictions, e.g., special purpose funds. 
The general terms and nature of such repayment provisions 
in (c) and withdrawal or usage restrictions in (b) or (d) shall 
be described in a note referred to herein (see Rule 5-02-1). 


Rule 6-03-11. Other assets. 


State separately (a) total of amounts due from directors 
and officers, not included under caption 6 above; (b) each 
pension or other special fund; (c) real estate and improve- 
ments not included under caption 8 above; (d) furniture 
and fixtures; (e) legally restricted deposits held as compen- 
sating balances against long-term borrowing arrangements; 
and (f) any other item not properly classed in one of the 
preceding asset captions which is in excess of five percent 
of total assets. 


, Rule 6-03-12. Notes payable. 
fy 


State separately (a) amounts payable within one year (1) to 
banks and (2) to others, and (b) here or in a note to the 


financial statements the information required under Rule 
5-02-25(b) and (c). See also caption 16(a). 


Rule 6-03-46. Long-term debt. 
(a) [No Change.] 
(b) [No Change.] 
(c) [No Change.] 


(d) The amount and terms (including commitment fees 
and the conditions under which commitments may be 
withdrawn) of significant unused commitments for long- 
term debt that would be disclosed under this rule if used 
shall be disclosed in the notes to the financial statements. 


ee 2 2 7° @< 


Article 6B. Face-Amount Certificate Investment Companies. 
Rule 6-22-1. Cash and cash items. 


State separately (a) cash on hand and unrestricted demand 
deposits; (b) legally restricted deposits held as compensating 
balances against short-term borrowing arrangements; (c) 
funds subject to repayment on call or immediately after 

the date of the balance sheet required to be filed; and (d) 
other funds, the amounts of which are known to be subject 
to withdrawal or usage restrictions, e.g., special purpose 
funds. The general terms and nature of such repayment 
provisions in (c) and withdrawal or usage restriction in 

(b) or (d) shall be described in a note referred to herein (see 
Rule 5-02-1). 


Rule 6-22-15. Other assets. 


State separately (a) amounts due from directors and officers, 
(b) legally restricted deposits held as compensating balances 
against long-term borrowing arrangements, and (c) any other 
items in excess of five percent of the amount of all assets 
other than qualified assets. 


Rule 6-22-17(a). Notes payable. 

State separately (i) amounts payable within one year (1) to 
banks and (2) to others, and (ii) in a note to the financial 
statements the information required under Rule 5-02-25(b) 
and (c). 

Rule 6-22-19. Funded debt. 

(a) [First sentence unchanged.] 

(b) The amount and terms {including commitment fees and 
the conditions under which commitments may be with- 
drawn) of significant unused commitments for long-term 
debt that would be disclosed under this rule if used shall 
be disclosed in the notes to the financial statements. 

Rule 6-22-21. Other long-term debt. 


(First three sentences unchanged.) 


The amount and terms {including commitment fees and the 
conditions under which commitments may be withdrawn) 
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of significant unused commitments for long-term debt that 
would be disclosed under this rule if used shall be disclosed 
in the notes to the financial statements. 


S. © #22 


Article 7A. Life Insurance Companies. 
Rule 7A-03-2. Cash and cash items 


State separately (a) cash on hand and unrestricted demand 
deposits; (b) /ega/ly restricted deposits held as compensating 
balances against short-term borrowing arrangements; (c) 
funds subject to repayment on call or immediately after the 
date of the balance sheet required to be filed; and (d) other 
funds, the amounts of which are known to be subject to 
withdrawal or usage restrictions, e.g., special purpose funds. 
The general terms and nature of such repayments provisions 
in (c) and withdrawal or usage restrictions in (b) or (d) shall 
be described in a note referred to herein (see Rule 5-02-1). 


Rule 7A-03-8. Other assets. 
Amend last sentence as follows: 


Include /egally restricted deposits held as compensating bal- 
ances against long-term borrowing arrangements. 


Rule 7A-03-17. Other liabilities. 
(First sentence unchanged.) 


The amount and terms (including commitment fees and con- 
ditions under which commitments may be withdrawn) of un- 
used commitments for long-term financing arrangements not 
provided for under Rule 7A-03-14 shall be disclosed in the 
notes to the financial statements if significant. 


2... 


In the third full paragraph of the guidelines set forth in 
ASR No. 148 concerning “‘Unused Lines of Credit or Com- 
mitments” the definition of ‘‘usable lines” in the second 
sentence is modified as follows (modification is in italics): 


For this purpose usable lines are construed to be total lines 
used to support commercial paper and other debt arrange- 
ments less lines needed to meet “clean-up” provisions of a 
borrowing arrangement. 


1V. Comment Period and Proposed Effective Date. 


The proposed amendments would be adopted pursuant to 
authority in Sections 6, 7, 8, 10 and 19(a) of the Securities 
Act of 1933; Sections 12, 13, 15(d) and 23(a) of the Se- 
curities Exchange Act of 1934; Sections 5(b), 14 and 20(a) 
of the Public Utility Holding Company Act of 1935; and 
Sections 8, 30, 31(c) and 38(a) of the Investment Com- 
pany Act of 1940. 


The proposals if adopted would be expected to be made 
effective for filings made with the Commission subsequent 
to December 25, 1975. All interested persons are invited to 
submit written comments on the proposals on or before 

July 31, 1975. Communications should be addressed to the 
Secretary, Securities and Exchange Commission, Washington, 
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D. C. 20549, and should be referenced to File No. S7-565. 





scr 
All comments will be available for public inspection. ins 
By the Commission. nu | A, 
i bu’ 
George A. Fitzsimmons pri 
Secretary in! 
In 
ent 
an 
sta 
SECURITIES ACT OF 1933 wh 
Release No. 5588/May 30, 1975 po 
reli 
SECURITIES EXCHANGE ACT OF 1934 wo 
Release No. 11449/May 30, 1975 bas 
in 
PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 re 
Release No. 19010/May 30, 1975 fic 
NOTICE OF PROPOSED AMENDMENTS TO FORMS S-1 In 
AND S-7 AND TO GUIDE 28 OF THE GUIDES FOR un 
PREPARATION AND FILING OF REGISTRATION STATE- tio 
MENTS UNDER THE SECURITIES ACT OF 1933 AND un 
NOTICE OF PROPOSED AMENDMENTS TO FORMS 10 tur 
AND 10-K AND TO GUIDE 2 OF THE GUIDES FOR PRE- to: 
PARATION AND FILING OF REPORTS AND REGISTRA- Gu 
TION STATEMENTS UNDER THE SECURITIES ExX- Se 
CHANGE ACT OF 1934 RELATING TO DISCLOSURE req 
OF OIL AND GAS RESERVES (FILE NO. S7-566) ref 
The Securities and Exchange Commission today published Asy 
for comment proposed amendments to Forms S-1 and S-7 } 
under the Securities Act of 1933 (‘Securities Act’’) and F Th 
proposed amendments to Forms 10 and 10-K under the dis 
Securities Exchange Act of 1934 (“Exchange Act”) to re- = 
quire disclosure of oil and gas reserves and to provide de- an 
finitions and classifications of the term “reserves.”” The 
Commission also published a proposed amendment to - 
Guide 2 of the Guides for Preparation and Filing of Reports Pre 
and Registration Statements under the Exchange Act to 
make Guide 2 applicable to reserves disclosed under Form , 
10-K. In addition, Guide 2 under the Exchange Act and : 
Guide 28 of the Guides for Preparation and Filing of Re- Th 
gistration Statements under the Securities Act are proposed “ 


to be amended to clarify the existing disclosure require- 2 
ments relating to market prices of oil and gas. 1/ 


This release contains a general discussion of the purpose 
and general effect of the proposals to assist in a better 2 
understanding of their provisions. A brief synopsis of . 
each proposal is also included. However, attention is di- 


rected to the proposals themselves for a more complete a 
understanding. 

Ope 

clu 
BACKGROUND AND GENERAL DESCRIPTION (1) 
At the present time, Item 10 of Form S-1 under the Securi- Po 
ties Act and Item 3 of Form 10 under the Exchange Act nes 
contain identical requirements relating to the description = 
of properties, including an identical Instruction 2 dealing prc 
with extractive enterprises. Item 3 of Form 10-K under em 
the Exchange Act contains the same properties item de- a ws 





scription as in Forms S-1 and 10, but does not have the 
instruction relating to extractive enterprises. 


rorm S-7 under the Securities Act has no properties item, 
but in the case of an extractive enterprise requires appro- 
priate disclosure as to development, reserves and production 
in the description of business, Item 5(a). 


In reviewing and commenting on the filings of extractive 
enterprises on Forms S-1 and S-7 under the Securities Act 
and Form 10 under the Exchange Act, the Commission’s 
staff has developed disclosure regarding oil and gas reserves 
which the Commission believes to be meaningful and im- 
portant to investors. The amendments proposed in this 
release would make explicit the expected disclosure and 
would also require such disclosure to be made on an annual 
basis in a report on Form 10-K. To facilitate an understand- 
ing of and compliance with these disclosure requirements, 
the proposed amendments include definitions and classi- 
fications of the term “reserves.” 


In connection with the proposed amendment to Form 10-K 
under the Exchange Act, Guide 2 of the Guides for Prepara- 
tion and Filing of Reports and Registration Statements 
under the Exchange Act which relates to disclosure of na- 
tural gas reserves would be amended to make it applicable 
to reserves disclosed in a report on Form 10-K. Finally, 
Guide 2 under the Exchange Act and Guide 28 under the 
Securities Act would be amended to clarify the existing 
requirements relating to market prices of oil and gas to 
reflect the use of ““averages.”” 


SYNOPSIS OF PROPOSALS 
The proposed amendments are intended to require the same 
disclosure in Forms S-1 and S-7 under the Securities Act 
and in Forms 10 and 10-K under the Exchange Act. Ac- 
cordingly, a detailed synopsis is presented only for the pro- 
posed amendments to Form S-1. 


Proposed Amendment to Item 10 of Form S-1 
1. Proposed paragraph (a) 


This proposed amendment would place the existing require- 
ments of Item 10 under paragraph (a) and, since Instruction 
2to Item 20 refers to reserves, would provide a note which 
would refer to the disclosure requirements relating to oil 
and gas reserves specified in proposed paragraph (b). 


2. Proposed paragraph (b) 


Proposed paragraph (b) would require disclosures where oil 
and gas operations are material to the registrant’s business 
operations or financial position. The disclosures would in- 
clude: 


(1) net oil and gas production for oil in barrels and gas in 
MCF for each of the last five years, by continent, country, 
or other appropriate geographic area; (2) the total gross and 
net productive wells, expressed separately for oil and for gas, 
and the total gross and net producing acres; (3) estimates of 
proved developed and proved undeveloped future net re- 

» Coverable oil and gas by the same geographic area(s) as 
used for production; (4) the “availability” (as defined) of 


oil and gas from the present supply for at least one year; 
(5) any oil or gas reserve estimates filed with or included 
in reports to any other federal, state or foreign regulatory 
authority or agency within the last year (or a statement 
that there were none) together with the name of the auth- 
ority or agency and an explantion of the reasons for differ- 
ences, if any, between such estimates and the estimates in- 
cluded in the registration statement; (6) the amounts of un- 
developed acreage, both leases and concessions, if any, ex- 
pressed in both gross and net acres by state, country, or 
other appropriate geographic area, together with an indica- 
tion of acreage concentrations, and, where material, the 
minimum remaining terms of wells in process of drilling, 
waterfloods in process of installation, pressure mainten- 
ance operations, and other related operations of material 
importance. For purposes of the requirement relating to 
the number of wells, one or more completions in the same 
bore hole would be counted as one well and a footnote 
would be required to disclose the number of wells with 
multiple completions. 


It should be noted that the proposed requirement to dis- 
close estimates filed with other agencies and to explain any 
differences contains no de minimis limitation related either 
to the significance of the estimate filed with the other agency 
or to the magnitude of the difference. The Commission 
specifically invites comments as to whether either or both 

of such limitations would be appropriate. For example, 
disclosure could be required only where the estimate filed 
with the other agency represents a certain percentage of the 
aggregate estimate filed with the Commission and an explana- 
tion required only when the difference between the estimate 
filed with the other agency and the related estimate includ- 
ed in such aggregate exceeds a certain percentage. 


The Commission also specifically invites comments on the 
appropriateness of the requirement to disclose estimates 
and to explain differences with respect to filings with for- 
eign jurisdictions. 


3. Proposed instructions to paragraph (b) 


The proposed instructions would indicate that the required 
information should be furnished in tabular form whenever 
practicable and would provide that estimates of future re- 
coverable oil and gas shall be limited to proved developed 
and proved undeveloped future net recoverable reserves. 
Specific definitions and subclassifications of the terms 
“proved reserves,” “proved developed reserves” and “‘proved 
undeveloped reserves” would be provided. The term “‘avail- 
ability’ would also be defined. 


Another proposed instruction would indicate that the pro- 
posed item would not apply to oil and gas drilling or income 
programs involving the use of a joint venture and/or limited 
partnership for the acquisition of properties either for drill- 
ing and production, or for production of oil, gas, or geo- 
thermal steam or water. The Commission’s staff is in the 
process of developing specific requirements relating to 

such arrangements. 


Proposed Amendment to Form S-7 

The proposed amendment to Form S-7 under the Securities 
Act would be identical to that proposed under Form S-1, 
except that it would be proposed under Item 5 and would 
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be designated as paragraph (f). 
Proposed Amendment to Form 10 


The proposed amendment to Form 10 under the Exchange 
Act would be identical to that proposed under Form $1, 
except that it would be proposed under Item 3 and the 
note to Instruction 3 would refer to Guide 2 under the Ex- 
change Act. 


Proposed Amemdment to Form 10-K 


The proposed amendment to Form 10-K under the Ex- 
change Act would be identical to that proposed under 
Form S-1 except that (1) the proposed note to proposed 
paragraph (a) would not be included since the instructions 
to existing Item 3 of Form 10-K do not presently refer to 
“reserves”; (2) the note to Instruction 3 would refer to 
Guide 2 under the Exchange Act; and (3) paragraph (b)(5) 
would refer to “report” rather “registration statement.” 


Proposed Amendments to Guide 2 under the Exchange 
Act 


Guide 2 of the Guides for Preparation and Filing of Reports 
and Registration Statements under the Exchange Act, “*Dis- 
closure of Extractive Reserves and Natural Gas Supplies” re- 
lates to disclosure by companies engaged in extractive oper- 
ations or in the gathering, transmission, or distribution of 
natural gas. When Guide 2 was adopted (Exchange Act Re- 
lease No. 10899, July 3, 1974), the release specifically noted: 


“Although the Commission has not determined that 
such disclosure [relating to extractive reserves] is re- 
quired in annual reports on Form 10-K or in other 
periodic reports under the Exchange Act, any com- 
pany which voluntarily files extractive reserve infor- 
mation in such reports should comply with Guide 
2(a).”” 


Since, as indicated above, Form 10-K would be proposed to 
be amended to require disclosure of oil and gas reserves, 
Guide 2 would also be amended to make it applicable to the 
Form 10-K requirements concerning oil and gas reserves. Ac- 
cordingly, paragraph (a) of Guide 2 would be amended to 
provide a specific reference to the requirements concerning 
oil and gas reserves contained in Item 3(b) of Form 10-K. 
Since paragraph (b) of Guide 2 already refers to Item 3 

of Form 10-K, no amendment is necessary. 


Paragraph (a) of Guide 2 would also be amended to include 
the word “average” with respect to current market prices 
for oil and gas. The Commission believes that this amend- 
ment merely clarifies the requirement since averages neces- 
sarily are involved in the calculation of these market prices. 


Proposed Amendment to Guide 28 Under the Securities 
Act 


Paragraph (a) of Guide 28 of the Guides for Preparation and 
Filing of Registration Statements under the Securities Act 
would be amended to include the word “average” as under 
Guide 2. 


Operation of Proposals 
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The Commission is mindful of the cost to registrants of its 
proposals and it recognizes its responsibilities to weigh with 
care the costs and benefits which result from its rules. Ac- 
cordingly, the Commission specifically invites comments 
on the cost to registrants of the proposals published in this 
release, if adopted. 


The Commission hereby proposes for comment amend- 
ments to Forms S-1 and S-7 and to Guide 28 pursuant to 
Sections 6, 7, 10 and 19(a) of the Securities Act and pro- 
posed amendments to Forms 10 and 10-K and to Guide 2 
pursuant to Sections 12, 13, 15(d) and 23(a) of the Ex- 
change Act. All interested persons are invited to submit 
their views and comments on the foregoing proposals to 
George A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549 on or before July 15, 


1975. Such communications should refer to File No. S7-566. 


All such communications will be available for public inspec- 
tion. The text of the proposed amendments to Forms S-1, 
S-7, 10 and 10-K and to Guide 28 under the Securities Act 
and Guide 2 under the Exchange Act is attached hereto. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ The Guides are not rules of.the Commission nor are 
they published as bearing the Commission's official ap- 
proval; they represent policies and practices followed by 
the Commission’s Division of Corporation Finance in ad- 
ministering the disclosure requirements of the federal se- 
curities laws. 


Proposed Amendment to Form S-1 


(NOTE: Except as noted under the hearings below, identi- 
cal amendments are also proposed for Forms S-7, 10 and 
10-K but are not repeated to avoid unnecessary duplica- 
tion.) 


Item 10. Description of Property 


(a) [No changes from existing Item 10 except that in italics 
below] 


NOTE: See paragraph (b) for disclosure requirements 
relating to oil and gas reserves. 


(b) Where oil and gas operations are material to the regis- 
trant’s business operations or financial position, disclose 
the following under appropriate captions: 


(1) Net oil and gas production for oil in barrels and gas 
in MCF for each of the last five years, by continent, by 
country, or other appropriate geographic area. 


(2) The total gross and net productive wells, expressed 
separately for oil and for gas, and the total gross and net 
producing acres. 


(3) Estimates of proved developed and proved undeveloped 
































future net recoverable oil and gas by the same geographic 
area(s) as used for production in paragraph (b)(1) above. 


(4) The availability of oil and gas from the present supply 
for at least one year. 


(5) Any oil or gas reserve estimates filed with or included 
in reports to any other federal, state or foreign regulatory 
authority or agency within the last year (or a statement 
that there were none), together with the name of the 
authority or agency and an explanation of the reasons for 
differences, if any, between such estimates and the esti- 
mates included in the registration statement. 


(6) The amounts of undeveloped acreage, both leases and 
concessions, if any, expressed in both gross and net acres 
by state, country, or other appropriate geographic area, 
together with an indication of acreage concentrations, and 
where material, the minimum remaining terms of leases 
and concessions. 


’ 


(7) Present activities, such as the number of wells in pro- 
cess of drilling, waterfloods in process of installation, pres- 
sure maintenance operations, and other related operations 
of material importance. For purposes of this requirement, 
one or more completions in the same bore hole shall be 
counted as one well. A footnote shall disclose the number 
of wells with multiple completions. 


Instructions. 1. The required information should be fur- 
nished in tabular form whenever practicable. 


2. Estimates.of future recoverable oil and gas shall be 

limited to proved developed and proved undeveloped future 
net recoverable reserves. For purposes of this instruction 
“proved reserves” are defined to be those quantities of 

crude oil, natural gas, and natural gas liquids which, upon 
analysis of geologic and engineering data, appear with reason- 
able certainty to be recoverable in the future from known 
oil and gas reservoirs under existing economic and opera- 

ting conditions. Proved reserves are limited to those quan- 
tities of oil and gas which can be expected, with little doubt, 
to be recoverable commercially at current prices and costs, 
under existing regulatory practices and with existing con- 
ventional equipment and operating methods. Depending 
upon their status of development, such proved reserves 

shall be subdivided into the following classifications: 


(a) Proved Developed Reserves. These are proved reserves 
which can be expected to be recovered through existing wells 
with existing equipment and operating methods. This classi- 
fication shall include: 


(i) Proved Developed Producing Reserves. These are proved 
developed reserves which are expected to be produced from 
existing completion interval(s) now open for production in 
existing wells; and 


ii) Proved Developed Non-Producing Reserves. These are 
proved developed reserves which exist behind the casing of 
existing wells, or at minor depths below the present bottom 
of such wells, which are expected to be produced through 
these wells in the predictable future, where the cost of mak- 
ing such oil and gas available for production should be rela- 
tively small compared to the cost of a new well. 


Additional oil and gas expected to be obtained through the 
application of fluid injection or other improved recovery 
techniques for supplementing the natural forces and mechan- 
isms of primary recovery should be included as “Proved De- 
veloped Reserves” only after testing by a pilot project or 
after the operation of an installed program has confirmed 
through production response that increased recovery will 

be achieved. 


(b) Proved Undeveloped Reserves. These are proved re- 
serves which are expected to be recovered from new wells 
on undrilled acreage, or from existing wells where a rela- 
tively major expenditure is required for recompletion. 
Reserves on undrilled acreage shall be limited to those 
drilling units offsetting productive units, which are virtually 
certain of production when drilled. Proved reserves for other 
undrilled units can be claimed only where it can be demon- 
strated with certainty that there is continuity of production 
from the existing productive formation. 


Under no circumstances should estimates for proved unde- 
veloped reserves be attributable to any acreage for which 

an application of fluid injection or other improved recovery 
technique is contemplated, unless such techniques have been 
proved effective by actual tests in the area and in the same 
reservoir. If warranted, however, a narrative discussion can be 
provided to point out those areas where future drilling or 
other operations may develop oil and gas production which 
at the time of filing is considered too uncertain to be ex- 
pressed as numerical estimates for proved reserves. 


3. The term “availability” is defined to be an estimate of 
that quantity of oil and gas which can be produced from 
current proved developed reserves using presently installed 
equipment under existing economic and operating condi- 
tions in a given future time period, such as a day, a month, 
or a year. Such estimate shall be based on past performance, 
and shall represent an estimate of the amount of oil and gas 
that can be produced for a future time period from existing 
proved developed reserves under normal operations with 
current prices and costs. Such estimates of available oil and 
gas should be stated for a minimum of one year, but for no 
more than five years. 


NOTE: See paragraph (b) of Guide 28 under the Act for 
the definition of “availability” which is to be used with 
respect to gas supplies of companies engaged in the gather- 
ing, transmission, or distribution of natural gas. 


4. This Item 10(b) shall not apply to oil and gas drilling 
or income programs involving the use of a joint venture 
and/or limited partnership for the acquisition of proper- 


ties either for drilling and production, or for production 
of oil, gas, or geothermal steam or water. 


* = = * = 
Proposed Amendment to Form S-7 
Item 5. Business 
(a) [No change except that in italics below] 
NOTE: See paragraph (f) for disclosure requirements re- 


lating to oil and gas reserves. 
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(b)-(e) [No change] 


(f) [The same paragraph as proposed under Form S-1 is 
proposed here, but is not repeated to avoid unnecessary 
duplication.] 


(g) (No change from existing paragraph (f)] 


Item 3. Properties 


(a) [No change from existing Item 3 except that in italics 
below] 


NOTE: See paragraph (b) for disclosure requirements re- 
lating to oil and gas reserves. 


(b) [The same paragraph as proposed under Form $-1 is 
proposed here, except that in the Note to Instruction 3 the 
reference would be to Guide 2 under the Exchange Act.] 


Item 3. Properties 
(a) (No change from existing Item 3] 


(b) [The same paragraph as proposed under Form S-1 is 
proposed here, except that in paragraph (b)(5) “‘registra- 
tion statement” would be changed to “report” and the 
Note to Instruction 3 would refer to Guide 2 under the 
Exchange Act.] 


Proposed Amendments to Guide 2 
(Addition in Italics) 


2. Disclosure of Extractive Reserves and Natural Gas Sup- 
plies. 


(a) Items 1(b) and 3 of Form 10 and Item 3(b) of Form 
10-K require that companies engaged in extractive opera- 
tions include, where appropriate, the quantitative amount 
of their estimated reserves. If appropriate, the current aver- 
age market value price per barrel of oil, m.c.f. of gas, or 

the assay value per ton of ore may also be shown, but it is 
deemed inappropriate to show a dollar amount equal to the 
market price multiplied by the number of barrels of oil, 
m.c.f. of gas, or tons of ore. 


(b) [No change] 


Proposed Amendment to Guide 28 (Addition in Italics) 
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28. Disclosure of Extractive Reserves and Natural Gas 
Supplies. 


(a) Instruction 2 to Item 10 of Form S-1 and Item 5(a) of 
Form S-7 require that registrants engaged in extractive 
operations include in their prospectus, where appropriate, 
the quantitative amount of their estimated reserves. If ap- 
propriate, the current average market price per barrel of 
oil, m.c.f. of gas, or the assay value per ton of ore may 
also be shown, but it is deemed inappropriate to show 

a dollar amount equal to the market price multipled by 
the number of barrels of oil, m.c.f. of gas, or tons of ore. 


(b) [No change) 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11437/May 22, 1975 


A notice has been issued giving interested persons until 
June 5 to request a hearing on an application of The Bos- 
ton Stock Exchange for unlisted trading privileges in the 
common stock of: 


E. F. Hutton Group, Inc. 


Safeguard -Industries, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11438/May 22, 1975 


The Securities and Exchange Commission announced that 
the suspension of exchange and over-the-counter tradina 
in the securities of American Agronomics Corp., a Florida 
corporation with its principal office located in Tampa, 
Florida will terminate at midnight (EDT) on June 1, 1975. 


Trading in American Agronomics securities was originally 
suspended by the Commission on January 3, 1975 because 
of questions which had arisen regarding the market activity 
in the securities of American Agronomics Corp. 


The Commission filed a civil complaint in the United States 
District Court for the District of Columbia on March 19, 
1975 against James E. Corr II1, Neica Lee Corr (“‘the 
Corrs’’), Alfred L. Hamilton (‘‘Hamilton’’), Clinton You- 
mans (“Youmans”), Joseph Sonberg (‘“Sonberg”’) and 
Dennis Ormond (“Ormond”). The Commission’s complaint 
seeks to enjoin the defendants from violations of the anti- 
fraud, anti-manipulative, margin and reporting provisions 
of the securities laws. In addition, the Commission filed a 
Motion for Preliminary Injunction and Other Relief on 
March 19, 1975. 
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The complaint alleges that during the latter part of 1974, 
the Corrs, Hamilton, Sonberg and Ormond participated in 
a scheme to manipulate upwards the price of the common 
stock of American Agronomics Corporation, listed on the 
American Stock Exchange. In furtherance of this scheme, 
the complaint charges that Youmans, former president of 
the Community Bank of St. Petersburg, Florida, misappro- 
priated approximately $4 million from the bank which 
funds were used by the Corrs and their nominees in viola- 
tion of the margin requirements, for manipulative purchases 
of American Agronomics stock. Hamilton also effected a 
manipulative series of transactions and further participated 
in the alleged manipulation by, among other things, effect- 
ing wash sales and matched orders and sales with the Corrs 
as part of the defendants’ overall scheme to create a false 
and misleading appearance of active trading in American 
Agronomics stock. Defendants Sonberg and Ormond, both 
relatives of the Corrs, were named in the complaint as 
nominee purchasers of American Agronomics stock. 


On May 5, 1975, the United States District Court for the 
District of Columbia ordered, pending the Court’s decision 
on the Commission’s Motion for Preliminary Injunction and 
Other Relief, among other things, that the above named de- 
fendants not directly or indirectly purchase, sell or other- 
wise dispose of any shares of common stock of American 
Agronomics, nor vote the shares or attempt to otherwise 
exercise control over American Agronomics, nor withdraw 
or use any balances in any of their brokerage accounts that 
result from transactions in the shares of common stock of 
American Agronomics. The Community Bank of St. Peters- 
brug and the Metropolitan Bank of Tampa have also agreed 
not to dispose of any shares of American Agronomics which 
they hold as collateral for the Corr Group’s loans, in either 
public or private transactions, without prior notice to the 
Commission. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, 

at the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has 

any questions as to whether or not he has complied with 

said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D. C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has familiar - 
ized himself with said rule and is certain that all of its provi- 
sions have been met. If any broker or dealer enters any quota- 
tion which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 


Release No. 11439/May 23, 1975 


The Securities and Exchange Commission announced pursu- 
ant to Sections 15(c)(5) and 19(a)(4) of the Securities Ex- 
change Act of 1934 the temporary suspension of exchange 
and over-the-counter trading in the securities of Crown 
Corp., a Hawaiian corporation located in Honolulu, Hawaii 
for a ten-day period commencing at 9:30 a.m. (EDT) May 
23, 1975 and terminating at midnight (EDT) June 1, 

1975. 


The suspension was initiated at the request of the company 
pending certain disclosures with respect to previously filed 
financial statements. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foreoging information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 

fact that, pursuant to Rule 15c2-11 under the Exchange Act, 
at the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D. C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations re- 
lating to the securities in question until such time as he 

has familiarized himself with said rule and is certain that 

all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11440/May 23, 1975 


Admin. Proc. File No. 3-4310 
In the Matter of 


THE DETROIT BANK & TRUST COMPANY 
Detroit, Michigan 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these proceedings under the Securities Exchange, Invest- 
ment Advisers and Investment Company Acts, The Detroit 
Bank & Trust Company has submitted an offer of settle- 
ment which the Commission has determined to accept. 
Solely for the purpose of settling these proceedings, and 
without admitting or denying the allegations in the order 
for proceedings, respondent consents to findings of mis- 
conduct as alleged in that order and to the imposition of 

a specified sanction. 
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On the basis of the order for proceedings and the offer of 
settlement, it is found that on October 6, 1970, respond- 
ent willfully violated Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder, in that having received, direct- 
ly and indirectly from the management of Faberge, Inc. 
material adverse non-public information concerning the 
company’s earnings and sales for the third quarter ended 
September 30, 1970, it sold shares of the company’s com- 
mon stock prior to public disclosure of the information, 
and without disclosing the information to purchasers. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction consented to in the offer of settlement. 


Accordingly, !T 1S ORDERED that The Detroit Bank & 
Trust Company be, and it hereby is, censured. 


For the Commission by the Office of Opinions and Re- 


view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11441/May 23, 1975 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 37/May 23, 1975 


Admin. Proc. File No. 3-4619 
In the Matter of 


ARTHUR LEVINE 
115 East 87th Street 
New York, New York 


SOL LEIT 
155 East 34th Street 
New York, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


Arthur Levine and Sol Leit, who were respectively chair- 
man of the board of directors and president of Weis Secur- 
ities, Inc. (“Weis”), 1/ formerly a registered broker-dealer 
now being liquidated under the Securities Investor Protec- 
tion Act, have consented, 2/ without admitting or denying 
the allegations in the order for proceedings, to certain find- 
ings and to an order barring them from association with any 
broker, dealer, investment company or investment adviser. 
On the basis of these consents, it is found that: 3/ 


1. On June 4, 1973, respondents were permanently enjoin- 
ed by the United States District Court for the Southern 
District of New York from violating Section 17(a) of the 
Securities Act and Sections 10(b), 15(c)(3) and 17(a) of 
the Securities Exchange Act and Rules 10b-5, 15c3-3, and 
17a-3, a-4, a-5 and a-11 thereunder. 
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2. In 1974, respondents pled guilty to and were convicted 
of conspiracy to violate the securities laws and of violations 
of the bookkeeping provisions of the Exchange Act. 4/ 


3. Levine was a director and Leit president when a trustee 
was appointed to liquidate Weis under the Securities In- 
vestor Protection Act. 


In view of the foregoing, it is in thepublic interest to im- 
pose the sanctions to which respondents have consented. 


Accordingly, 1T 1S ORDERED that Arthur Levine and 

Sol Leit be, and they hereby are, barred from association 
with any broker, dealer, investment company or investment 
adviser. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ On April 17, 1975, Weis’s broker-dealer registration was 
revoked. Securities Exchange Act Release No. 11356, 6 
SEC Docket 683. 


2/ Respondents’ consents are solely for the purpose of 
these and any other proceedings under certain sections 
of the Securities, Securities Exchange, Investment Company, 
Investment Advisers and Securities Investor Protection Acts. 


3/ These findings are binding only on the respondents 
herein. 


4/ United States v. Levine, et al., U.S.D.C., S.D.N.Y., 73 
Cr. 693. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11442/May 27, 1975 


See Securities Act Release No. 5587/May 27, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11443/May 28, 1975 


An order has been issued granting the applications of the 
following stock exchanges to strike from listing and regis- 
tration the common stock of the specified company: 


Pacific Stock Exchange, Inc. - Hanna Mining Company; 


Midwest Stock Exchange, Inc. - McDonnell Douglas 
Corporation. 


The Common stock of Hanna Mining was struck from listing 
at the request of the company. The security remains listed 
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and registered on the New York Stock Exchange, Inc. 


The common stock of McDonnell Douglas was struck from 
listing due to inactivity on the Midwest Stock Exchange, 
Inc. This security remains listed and registered on the New 
York and Pacific Stock Exchanges, and retains unlisted 
trading privileges on the PBW, Boston, Detroit and Cincin- 
nati Stock Exchanges. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11444/May 28, 1975 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 

of 1934 (“Exchange Act’) the temporary suspension of over- 
the-counter trading in the securities of Integrity Entertain- 
ment Corp., a Delaware corporation located in Los Angeles, 
California, will terminate at midnight (EDT) on May 28, 
1975. 


The Commission initiated the suspension of trading in the 
securities of the company on May 9, 1975 pending an an- 
nnouncement concerning an inventory theft. On May 16, 
1975, Integrity Entertainment Corp. announced its nine- 
month earnings results, which showed a loss, refiecting the 
inventory theft estimated at $1 million. The company 
stated that definite figures as to the amount of the theft 
loss will not be available until a physical inventory of the 
company’s merchandise is taken in connection with the 
preparation of its year-end financial statements as of June 
30, 1975. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D. C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its provi- 
sions have been met. If any broker or dealer enters any quo- 
tation which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11445/May 28, 1975 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) and, with respect to those securi- 
ties listed for trading on a national exchange Section 19(a) 
(4) of the Securities Exchange Act of 1934 (“Exchange 
Act”) the temporary suspension of exchange and over-the- 
counter trading for a ten-day period commencing at 11:45 
a.m. (EDT) on May 28, 1975 and terminating at midnight 
(EDT) on June 6, 1975 of all securities of the following 
issuers which have failed to file with the Commission at 
least the indicated reports: 


CONTINENTAL CONNECTOR CORP., a New York cor- 
poration located at 34-63 56th Street, Woodside, New York 
(10-K annual report for the fiscal year ended December 31, 
1974; 10-O quarterly report for the fiscal quarter ended 
March 31, 1975) trading halted on the American Stock 
Exchange December 18, 1969, traded over-the-counter. 


LONGCHAMPS, INC., a New York corporation located 

at 230 Park Avenue, New York, New York (10-K annual 
report for the fiscal year ended November 2, 1974, 

10-O quarterly reports for the fiscal quarters ended May 3, 
1974, August 3, 1974 and February 3, 1975), traded over- 
the-counter. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing infoiination along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 

fact that pursuant to Rule 15c2-11 under the Exchange 

Act, at the termination of the suspension, no quotation 

may be entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or 

dealer has any questions as to whether or not he has complied 
with said rule, he should not enter any quotation but immedi- 
ately contact the staff of the Securities and Exchange Com- 
mission, Division of Enforcement in Washington, D. C. If 

any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 

has familiarized himself with said rule and is certain that 

all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11446/May 29, 1975 






Admin. Proc. File No. 3-4520 


In the Matter of 
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GARY L. JONES & ASSOCIATES 
Salt Lake City, Utah 


(8-16773) 
GARY LEON JONES 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Gary L. Jones & Associates (‘registrant’), a re- 
gistered broker-dealer, and Gary Leon Jones, its president, 
have submitted an offer of settlement which the Commis- 
sion has determined to accept. Solely for the purpose of 
these and any other proceedings brought by the Commis- 
sion under specified provisions of the Exchange, Invest- 
ment Advisers, Investment Company and Securities In- 
vestor Protection Acts, and without admitting or denying 
the allegations in the order for proceedings, respondents 
consent to findings of violations as alleged in that order and 
to the imposition of specified sanctions. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. During the period from about March 31 to April 24, 
1973, registrant, willfully aided and abetted by Jones, 
willfully violated Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in that it accepted orders from cus- 
tomers for the purchase and sale of securities at a time 
when it was insolvent. 


2. During the same period, registrant, willfully aided and 
abetted by Jones, willfully violated Sections 15(c)(3) and 
17(a) of the Exchange Act and Rules 15c3-1 and 17a-11 
thereunder in that it effected securities transactions when 
its aggregate indebtedness exceeded 2000% of its net capi- 
tal and it did not have and maintain net capital of at least 
$25,000, and failed to give the Commission telegraphic 
notice of its net capital deficiency and to file required fi- 
nancial reports. 


3. During the period from about December 1, 1972 to 
April 27, 1973, registrant, willfully aided and abetted 

by Jones, willfully violated Section 7(c) of the Exchange 
Act and Regulation T promulgated thereunder by the 
Board of Governors of the Federal Reserve System in 
that it improperly extended credit to customers. 


4. On June 5, 1973, respondents were preliminarily en- 
joined, with their consent, from violating net capital and 
reporting provisions of the Exchange Act and rules there- 
under. 1/ 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Gary L. Jones & Associates be, and 

it hereby is, revoked; and that Gary Leon Jones be, and 

he hereby is, barred from being associated with any broker 
or dealer with the proviso that, after five years, he may 
apply to the Commission to become so associated in other 
than a supervisory position, upon a showing of his activities 
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during the period of the bar. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ SEC v. Gary L. Jones & Associates and Gary L. Jones, 
Civil No. C-153-73 (D. Utah). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11447/May 29, 1975 


The Securities and Exchange Commission announced pursu- 
ant to Section 15(c)(5) of the Securities Exchange Act of 
1934 (‘Exchange Act’’) the temporary suspension of over- 
the-counter trading in the securities of Toth Aluminum 
Company, a Louisiana corporation located in New Orleans, 
Louisiana, commencing at 10:00 a.m. (EDT) on May 29, 
1975 and terminating at midnight (EDT) on June 7, 1975. 


The suspension was initiated because of questions which 
have been raised concerning recent market activity. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain 

as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in ques- 
tion until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation which 
is in violation of said rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11448/May 29, 1975 


A notice has been issued giving interested persons until 
June 10 to request a hearing on an application of the 
Midwest Stock Exchange, Inc. for unlisted trading privileges 
in the common stock of Jos. Schlitz Brewing Company. 
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SECURITIES EXCHANGE ACT OF 1934 


Release No. 11449/May 30, 1975 


See Securities Act Release No. 5588/May 30, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11450/May 30, 1975 


Admin. Proc. File No. 3-4268 
In the Matter of 


HARVEY BERTRAM POLLAK 
East Hampton, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


These are proceedings under the Securities Exchange Act 
with respect to Harvey Bertram Pollak, who was secretary- 
treasurer of a broker-dealer. Solely for the purpose of these 
or any other proceedings pursuant to Sections 15(b) and 
15A of the Exchange Act, and without admitting or deny- 
ing the allegations in the order for proceedings, respondent 
consents to the findings and the sanction set forth below. 


\ On the basis of the order for proceedings and respondent's 


consent, it is found that: 1/ 


1. During the period from October 1969 to May 1970, 
respondent willfully violated Section 17(a) of the Securi- 
ties Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder by participating in a manipulative 
scheme involving the common stock of Belmont Fran- 
chising Corporation. Pursuant to that scheme, a market 
for Belmont stock was initiated at an artificial level and 
controlled and manipulated thereafter; fictitious prices 
for the stock were quoted in the pink sheets published by 
the National Quotation Bureau, Inc. and otherwise; and 
secret arrangements were made to trade Belmont stock 
and quote it in the pink sheets in return for protection 
against loss, and to engage in transactions in the stock 

at the direction of others. 


2. During the period from May 197) to Ji'y 1971, re- 
spondent willfully aided and abetted violz .ons of Sec- 
tion 17(a) of the Exchange Act and Rule 17a-3 there- 
under in that false dates and times of trades in Belmont 
stock were recorded in his firm’s books and records. 


In view of the foregoing, it is in the public interest to 
impose the sanction to which respondent has consented. 


Accordingly, IT 1S ORDERED that Harvey Bertram Pollak 
be, and he hereby is, barred from being associated with any 
broker, dealer, investment company or investment adviser. 


For the Commission by the Office of Opinions and Review, 
Pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11451/May 30, 1975 


Admin. Proc. File No. 3-4018 


In the Matter of 


R. BASILE & CO., INC. 
Bayside, New York 
(8-14441) 


RICHARD B. BASILE 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, R. Basile & Co., Inc. (“registrant’’), a registered 
broker-dealer, and Richard B. Basile, who was president of 
registrant, have submitted an offer of settlement which the 
Commission has determined to accept. Solely for the pur- 
pose of settling these proceedings, and without admitting 
or denying the allegations therein, respondents consent to 
the findings and the sanctions set forth below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. During the period from about November 1971 to No- 
vember 1972, registrant, willfully aided and abetted by 
Basile, willfully violated Section 15(c)(2) of the Exchange 
Act and Rule 15c2-4 thereunder in that registrant partici- 
pated in distributions of the common stock of Chicken 
Roost Enterprise, Inc. (on a 70,000-share or none basis), 
Orth-O-Vision Incorporated (on an all or none basis) and 
Pennysaver Home Distribution Corp. (on a 100,000-share 
or none basis), but failed to deposit promptly all of the 
funds received in separate bank accounts as agent or 
trustee. 


2. During the period from about January to March 1972, 
registrant, willfully aided and abetted by Basile, willfully 
violated Section 15(c)(3) of the Exchange Act and Rule 
15c3-1 thereunder in that it effected securities transactions 
when its aggregate indebtedness exceeded 2,000% of its 
net capital and it did not have or maintain net capital of 

at least $5,000. 


3. During the period from about July 1971 to June 1972, 
registrant, willfully aided and abetted by Basile, willfully 
violated Section 7(c)(1) of the Exchange Act and Regula- 
tion T promulgated by the Board of Governors of the 
Federal Reserve System in that registrant improperly ex- 
tended, maintained and arranged for credit to and for 
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customers. 


4. Registrant, willfully aided and abetted by Basile, will- 
fully violated Section 17(a) of the Exchange Act and Rules 
17a-3, 17a-4 and 17a-5 thereunder in that: 


(a) During the period from about July 1917 to November 
1972, registrant failed to make accurately, keep current 
and preserve certain books and records; and 


(b) Registrant failed to file a timely report of its financial 
condition for 1971. 


5. From about May to November 1972, registrant, will- 
fully aided and abetted by Basile, willfully violated Section 
15(b) of the Exchange Act and Rule 15b3-1 thereunder in 
that it failed to amend promptly its application for broker- 
dealer registration to disclose that Basile and become its 
sole shareholder, and that another organization maintained 
its books and records and held funds or securities of regis- 
trant and its customers. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 1/ 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of R. Basile & Co., Inc. be, and it hereby 
is, revoked; and it is further 


ORDERED that Richard B. Basile be, and he hereby is, 
barred from being associated with any broker, dealer, 
registered investment company or registered investment 
adviser; and it is further 


ORDERED that notwithstanding the foregoing Basile may, 
upon a satisfactory showing to the Commission’s New York 
Regional Office, (1) become associated witha broker or 
dealer in a non-supervisory, non-proprietary capacity under 
proper supervision after three months from the date hereof, 
and (2) after two years as an adequately supervised em- 
ployee of a broker or dealer assume a supervisory or pro- 
prietary position with a broker or dealer. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 
George A. Fitzsimmons 


Secretary 


1/ Respondents state that they owe no securities or funds 
to any customer or broker-dealer. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19000/May 22, 1975 
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In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-5669) 


ORDER AUTHORIZING ISSUANCE AND SALE OF CUM.- 


ULATIVE PREFERRED STOCK BY SUBSIDIARY COM. 
PANY 


Ohio Power Company (“‘Ohio”’), an electric utility subsidi- 
ary company of American Electric Power Company, Inc., a 


registered holding company, has filed an application-declara- 


tion and amendments thereto with this Commission pursu- 
ant to Sections 6(b) and 12(c) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rules 42(b) and 50 
promulgated thereunder regarding the following proposed 
transactions. 


Ohio proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, up to 400,- 
000 shares of a new series of its cumulative preferred stock, 
par value $100 per share. The dividend rate (which will be 
a multiple of .04 of 1%) and the price to be paid to Ohio 
(which shall not be less than $100 per share or more than 
$102.75 per share) will be determined by ccmpetitive 
bidding. Prior to June 1, 1980, none of the shares of the 
preferred stock may be redeemed if such redeinption is for 
the purpose of refunding such stock directly or indirectly, 
through the incurring of debt or the issuance of stock rank- 
ing equally with or prior to the cumulative preferred stock 
at an interest or dividend cost less than the dividend cost to 
Ohio of the preferred stock. The terms of the cumulative 
preferred stock will also include a sinking fund provision 
requiring Ohio to retire 5% of the shares annually begin- 
ning June 1, 1980. Ohio proposes to amend its amended 
articles of incorporation to provide for the new class of 
cumulative preferred stock. 


Proceeds of the sale of stock are to be applied to the pay- 
ment of unsecured short-term indebtedness of Ohio, in- 
cluding the financing of part of the Company’s construc- 
tion program for the year 1975. As of April 30, 1975, there 
were notes payable to banks and commercial paper out- 
standing in the amount of $193,448,000, and it is expected 
that at the time of the issuance and sale of the stock, an 
aggregate amount of commercial paper and notes to banks 
estimated at approximately $190,000,000 will be outstand- 
ing. Ohio estimates that the cost ofits construction program 
for 1975, exclusive of costs in connection with a plant be- 
ing constructed by a wholly-owned subsidiary, is approxi- 
mately $120,000,000. 


The fees and expenses to be paid by Ohio in connection 
with the proposed transactions are estimated at $99,520, 
including legal fees of $23,000. Fees of counsel for the 
underwriters, to be paid by the successful bidders, are es- 
timated at $17,500. The Public Utilities Commission of 
Ohio has authorized the issuance and sale of the stock. No 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration has 
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been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 18953), and no hearing 

has been requested of or ordered by the Commission. 

Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said application- 
declaration, as amended, be granted and permitted to be- 
come effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rules 24 and 50 promulgated 
under the Act and subject to the following conditions. 


As long as any shares of the new preferred stock are out- 
standing, Ohio shall not: 


(A) Without the consent (given by vote at a meeting called 
for that purpose) of the holders of a majority of the total 
number of shares of the Cumulative Preferred Stock then 
outstanding, sell or otherwise dispose of all or substantially 
all of its properties, unless such sale or disposition shall 
have been ordered, approved or permitted under the Act. 


(B) Redeem (whether through operation of the sinking 

fund or otherwise), purchase or otherwise acquire any shares 
of the proposed new series of Cumulative Preferred Stock 
during any period when Ohio shall be in default in the pay- 
ment of dividends on any shares of any series of Cumula- 
tive Preferred Stock unless all shares of the Cumulative 
Preferred Stock then outstanding shall concurrently be 

so redeemed, purchased or otherwise acquired or unless 

such redemption, purchase or acquisition shall have been 
ordered, approved or permitted under the Act; and 


(C) Declare any dividend on, or acquire for value, any 
shares of Common Stock or any other shares of capital 
stock of the Company ranking junior to the Cumulative 
Preferred Stock as to dividends or the distribution of 
assets during any period when Ohio shall be in default 

as to any obligation of Ohio with respect to any sinking 
fund for the benefit of the shares of any series of Cumula- 
tive Preferred Stock, unless all shares of the Cumulative 
Preferred Stock then outstanding shall concurrently be 
redeemed, purchased or otherwise acquired or unless the 
declaration fo such dividend or such acquisition shall 
have been ordered, approved or permitted under the’Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to take any further action with respect 
to such conditions. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19001/May 22, 1975 


In the Matter of 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Hartford, Connecticut 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Hartford, Connecticut 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 


(70-5671) 


ORDER AUTHORIZING MODIFICATION OF EARNINGS- 
COVERAGE TEST RELATING TO ISSUANCE OF ADDI- 
TIONAL BONDS 


The Connecticut Light and Power Company (“CL&P”’), 
The Hartford Electric Light Company (“HELCO”), and 
Western Massachusetts Electric Company (‘““WMECO”), 
public-utility subsidiaries of Northeast Utilities (““North- 
east’’), a registered holding company, have filed a joint 
declaration with this Commission pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act 
of 1935 (“Act’’) regarding the following proposed trans- 
actions. 


CL&P, HELCO, and WMECO have first mortgage bonds 
outstanding under their respective mortgage indentures. 
All three companies became subject to the Act in 1966, 
upon registration of their parent, Northeast (HCAR No. 
15448); and their respective indentures were subsequent- 
ly amended to conform with the Commission’s State- 
ment of Policy Regarding First Mortgage Bonds (“Policy 
Statement”) adopted in 1956 (HCAR No. 13105). The 
Policy Statement provides, among other things, that in- 
dentures subject thereto shall require, as a prerequisite 
for the issuance of additional bonds, that earnings be at 
least two times the pro forma total annual bond interest 
requirements; and that the amount of non-operating in- 
come to be taken into account for purposes of such in- 
terést-coverage test shall not exceed 10% of net operating 
income. 


In 1967, incidental to amendment of their indentures to 
conform with the Policy Statement, CL&P and HELCO 
were authorized to modify the general 10% limitation 
on the inclusion of non-operating income by adding the 
proviso—“‘or such higher percent not to exceed 20% as 
shall be authorized by the Commission under the Act”’ 
(HCAR Nos. 15727 and 15672, respectively). The same 
proviso in the same context was authorized as to WMECO’s 
indenture in 1973 (HCAR No. 18022). In CL&P’s case, 
bondholder consent was not required; in the other two 
cases, the required bondholder consent was obtained. 


In éach case, the proviso was authorized in recognition of 
the potential future significance of income to each of the 
three companies arising from their part ownership with 
other New England utilities of the equity in four regional 
nuclear generating companies, each of which owns and 
operates a single-unit nuclear generating plant. The nu- 
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clear generating companies, and the aggregate stock inter- 
est owned in each of them by the three Northeast subsidi- 
aries, are: Connecticut Yankee Atomic Power Company 
(44%), Yankee Atomic Electric Company (31.5%), Maine 
Yankee Atomic Power Company (15%), and Vermont 
Yankee Nuclear Power Corporation (12%). They are 
collectively referred to as the ““Yankee Companies.” 


CL&P, HELCO, and WMECO are obligated to provide 
capital required by the Yankee Companies (to the ex- 
tent such capital is not provided by the public sale of 
senior securities from other outside sources) and to pay 

a share of the Yankee Companies’ operating expenses (in- 
cluding depreciation and return on invested capital) based 
upon their respective percentage ownership of those Com- 
panies’ stock. In return, CL&P, HELCO, and WMECO are 
entitled to purchase at cost, as defined, a percentage of 
the power produced by each of the Yankee Companies 
equal to their respective stock ownership percentages. 
Such cost, which includes the above- mentioned return 

on invested capital, is treated as an operating expense by 
the companies receiving the power. The net income of 
the Yankee Companies resulting from sales of power is 
allocated to the shareholders, including CL&P, HELCO, 
and WMECO, in accordance with their respective per- 
centages of stock ownership. It is stated that their inter- 
est in the earnings of the Yankee Companies is virtually 
all realized in cash, since those Companies tend to pay 
out on a current basis all of their net earnings as dividends; 
that such “‘non-operating income” produces funds for the 
payment of interest; and that, unlike other non-operating 
income, this income is directly related to the shareholder 
companies’ current utility operations. 


It is proposed, and Commission authorization is sought 

in accordance with the above proviso contained in in- 
dentures of CL&P, HELCO, and WMECO, that the amount 
of non-operating income which the companies may utilize 
in the computation of interest coverage for the future issu- 


ance of additional bonds, shall be the sum of (i) all net non- 
operating income from sources other than the Yankee Com- 


Panies up to the present 10% limitation, plus (ii) all earn- 
ings recorded on an accrual basis by CL&P, HELCO, and 


WMECO from their equity investments in the Yankee Com- 


panies. In view of the proviso noted above, such modified 
method of computing interest coverage would not require 
the consent of the bondholders. 


It is further stated that in the year 1974, CL&P, HELCO, 
and WMECO recorded earnings on their investments in the 
Yankee Companies of $1,755,000, $825,000, and $685,- 
000, respectively; that treatment of those earnings in 
accordance with the method proposed would have result- 
ed in the utilization by the three companies, for indenture 
earnings-coverage purposes, of non-operating income from 
all sources equal, respectively, to 11.95%, 11.84%, and 
12.93% of net operating income; and that this, in turn, 
would have increased the amount of bonds issuable under 


their indentures by approximately $9,800,000, $4,400,000, 


and $3,800,000, respectively, assuming a 9% interest rate. 


Such additional bonds would represent 1.7%, 1.4%, and 2.5% 


of each company’s respective amount of first mortgage 
bonds outstanding at December 31, 1974. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 
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Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18950), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said declaration be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration be, 
and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19002/May 22, 1975 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
320 Park Avenue 
New York, New York 10022 


(70-5670) 


NOTICE OF PROPOSAL OF HOLDING COMPANY TO 
ACT AS SURETY FOR SUBSIDIARY COMPANY 


Allegheny Power System, Inc. (“APS”), a registered 
holding company, has filed a declaration and an amend- 
ment thereto with this Commission pursuant to the Pub- 
lic Utility Holding Company Act of 1935 (“‘Act’’), de- 
signating Sections 12(b) and 12(f) of the Act as appli- 
cable to the proposed transaction. All interested persons 
are referred to the declaration, which is summarized be- 
low, for a complete statement of the proposed transac- 
tion. 


APS proposes to act as surety for its electric utility sub- 
sidiary company, Monongahela Power Company (‘‘Monon- 
gahela”), in connection with a certain Monongahela rate 
proceeding now pending before the Public Service Com- 
mission of West Virginia (“state commission”). Monon- 
gahela has filed tariffs with the state commission contain- 
ing a revision of rates and charges, to become effective 

on June 28, 1975. The state commission is currently in- 
vestigating the reasonableness of the revised rates and 
charges, and has suspended their effect pending final order, 


which has not yet issued. The purpose of the proposed trans- 


action is to enable Monongahela, as permitted by West Vir- 
ginia law, to begin applying the new increased rates prior to 
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completion of the state commission investigation, hearing, 
and decision thereon. It is anticipated that the state com- 
mission will require Monongahela to enter into a bond se- 
curing the prompt refund by Monongahela to those entitled 
thereto of all amounts Monongahela, under said tariffs, 
shall collect or receive in excess of such rates and charges 

as may be finally fixed by the state commission, plus inter- 
est at such rate per annum as the state commission may 
order. It is expected that the amount of the bond will 

not exceed $31,000,G00, which is the estimated additional 
annual revenue that the new rates will provide. 


The fees and expenses to be paid, including legal fees, are 
estimated as not to exceed $2,200. It is stated that aside 
from the rate proceeding described herein, no state com- 
mission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 17, 1975, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration, as amended, which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 

such request should be addressed: Secretary, Securities 

and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by mail 
(air mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as amended, or as it may be further amended, may 

be permitted to become effective as provided in Rule 23 

of the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. Per- 

sons who request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19003/May 23, 1975 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 16103 
(70-5654) 





ORDER AUTHORIZING PROPOSED AGREEMENT 
WITH COUNTY AUTHORITY FOR CONSTRUCTION OF 
SLUDGE DISPOSAL FACILITIES FINANCED BY SALE 

OF REVENUE BONDS AND ISSUANCE OF POLLUTION 
CONTROL NOTES AND GUARANTY IN CONNECTION 

THEREWITH 


Ohio Edison Company (“Ohio Edison’), an electric utility 
company and a registered holding company, and its electric 
utility subsidiary, Pennsylvania Power Company (“Pennsyl- 
vania’’), have filed an application-declaration, and amend- 
ments thereto, with this Commission pursuant to Sections 
6, 7 and 12(d) of the Public Utility Hodling Company Act 
of 1935 (“Act’’) and Rule 44(b)(3) promulgated thereunder 
regarding the following proposed transactions. 


Ohio Edison, Pennsylvania Power Company, The Cleveland 
Electric Illuminating Company, Duquesne Light Company 
and The Toiedo Edison Company (collectively referred to 
as the “CAPCO companies”) are joining in the construc- 
tion of two coal-fired generating units, Bruce Mansfield 
Plant Units Nos. 1 and 2 (“units”) to be located on the 
Ohio River near Shippingport, Pennsylvania, which will 

be owned by them as tenants in common, excpet that The 
Toledo Edison Company will not share in the ownership of 
Unit No. 1. Under present allocations, Ohio Edison will 
own 60% of Unit No. 1 and 39.3% of Unit No. 2 and Penn- 
sylvania will own 4.2% of Unit No. 1 and 6.8% of Unit 

No. 2. 


Under the Pennsylvania Industrial and Commercial De- 
velopment Law, the Beaver County Industrial Develop- 
ment Authority (“Authority”) is authorized to enter 
into agreements providing for the construction and finan- 
cing by it of industrial development projects and the sale 
thereof to industrial occupants. The CAPCO companies 
have entered into such an agreement (the ““agreement’’) 
with the Authority with respect to the construction and 
financing of pollution control and waste disposal equip- 
ment and facilities for the units. 


The Authority has heretofore issued and sold two series 

of the Authority’s Pollution Control! Revenue Bonds with 
respect to Ohio Edison and Pennsylvania. Now the Auth- 
ority is expected to issue a third and fourth series of bonds 
(the ““Series C Bonds” and “Series D Bonds,” respectively) 
(collectively, the ““‘bonds’’). The bonds are to be issued and 
sold to finance the cost of sludge disposal equipment and 
land (“facilities”) for the units. The facilities are estimated 
to cost a total of $79,400,000, Ohio Edison’s share of this 
amount being approximately $39,420,000 and Pennsy!- 
vania’s share being approximately $4,370,000. 


Under the agreement the CAPCO companies will transfer to 
the Authority their respective interests in the facilities, 
subject to the liens of their respective first mortgage in- 
dentures, and will be reimbursed for their cost of acquir- 
ing and constructing the property so transferred. During 
the course of construction of the facilities, title thereto 
will-be in the Authority. Upon the completion of each 

such portion, title to that portion will vest in the CAPCO 
companies. 


The bonds will be issued pursuant to indentures supple- 
mental to separate trust indentures between the Authority 
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and The Cleveland Trust Company, as Trustee (‘“Trustee’’) 
dated as of June 1, 1973. Although the Authority will be 
the issuer of the bonds, as required to exempt the interest 
thereon from federal income taxation, the credit of the 
Authority will not be pledged to the payment on the bonds. 


It is expected that the principal amount of Series C Bonds 
to be issued will be $24,825,000 and $2,750,000 for Ohio 
Edison and Pennsylvania, respectively. The Series C Bonds 
will be issued in varying amounts to each of several com- 
mercial banks (“banks”) led by The Chase Manhattan Bank, 
N.A. (“Chase”), acting as agent for itself and the other 
banks and will mature on September 30, 1976. Interest on 
the Series C Bonds will be at a rate equal to 80% of the 
Chase’s prime rate in effect from time to time, provided, 
however, that if a favorable Internal Revenue Service rul- 
ing (“ruling”) as to exemption of interest on the bonds 
from federal income tax is not received, the interest rate 
will be retroactively adjusted equal to 130% of such prime 
rate, plus any interest or penalties that may be due from 
the banks because of having treated the interest on the 
Series C Bonds as tax exempt. The CAPCO companies 

will also be obligated to reimburse the banks for any tax 
the banks may have to pay if all or some portion of the 
interest attributable to the Series C Bonds becomes tax- 
able as a tax preference item. 


The Authority will pay a one-time fee to the banks equal 
to % of 1% of the principal amount of the Series C Bonds 
and the portion of this cost related to the Series C Bonds 
being issued with respect to Ohio Edison and Pennsylvania 
will be allocated to and borne separately by them. The 
Authority will also pay a commitment fee of % of 1% per 
annum with respect to amounts committed by the banks 
to purchase the Series C Bonds. The cost of this commit- 
ment fee will be allocated and borne separately by Ohio 
Edison and Pennsylvania in proportion to the Series C 
Bonds to be issued with respect to each of them. 


It is planned that the Series C Bonds will be issued pend- 
ing the receipt of the ruling referred to above. After re- 
ceipt of the ruling, the Series D Bonds will be issued part- 
ly as refunding bonds to retire the Series C Bonds, and 
partly to cover the remaining costs of the facilities. It is 
expected that the Series D Bonds will be sold through in- 
vestment bankers acting as underwriters in a public offer- 
ing. 


Concurrently, with the issuance and delivery by the Auth- 
ority of the Series C Bonds and similarly upon the issu- 
ance and delivery of the Series D Bonds, Ohio Edison and 
Pennsylvania will each execute and deliver its pollution 
control note (“note”’) payable directly to the Trustee. 
Interest on such notes will be at the rates and will be pay- 
able at times corresponding to the rates of interest and 
times of payment on the bonds. The notes provide, among 
other things, that the amounts due thereunder must be paid 
whether or not the facilities are completed or perform satis- 
factorily and whether or not they are damged or destroyed. 
The notes will be secured by a second lien on each com- 
pany’s interest in the facilities. It is stated that since the 
Series D Bonds will only be issued after receipt of the 
ruling, authority to issue concomitant notes will be re- 
quested by further amendment in this proceeding. 


In conjunction with the issuance of the Series C Bonds 
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and in addition to issuing the notes, Ohio Edison and Penn- 
sylvania propose to each execute and deliver a Guaranty 
and Purchase Agreement to the banks. It is stated that the 
major purpose of this document is to place the banks in the 
position they would have been had they made direct loans 
to the companies in the event a favorable ruling is not re- 
ceived. 


The proceeds from the Series C Bonds with respect to 
Ohio Edison and Pennsylvania will be placed in a separate 
escrow account for use in connection with construction 
and financing of the facilities. Ohio Edison and Pennsy!- 
vania intend to account for transactions related to the 
notes in conformity with the Uniform System of Accounts. 





The Public Utilities Commission of Ohio and Pennsylvania 
Public Utility Commission have authorized the proposed 
transactions. No other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


Due notice of the filing of said appliation-declaration has g 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 18900), and no hearing | S 
has been requested of or ordered by the Commission. 

Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said application-declaration, as amended, be granted 
and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 








declaration, as amended, be, and it hereby is, granted : 
and permitted to become effective forthwith, subject . 
to the terms and conditions prescribed in Rule 24 pro- . 
mulgated under the Act. Z 
For the Commission, by the Division of Corporate Regu- T 
lation, pursuant to delegated authority. ‘ 
0 

George A. Fitzsimmons n 

Secretary Ci 
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NOTICE OF PROPOSED INCREASE IN LOANS TO UN- a 
AFFILIATED COAL COMPANY BY ELECTRIC UTILITY ir 


COMPANY, EXTENSION OF TIME TO MAKE LOANS : > le 
TO TWO UNAFFILIATED COAL COMPANIES AND EX- 
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TENSION OF MATURITY BY LOANS TO BOTH COAL 
COMPANIES 


NOTICE IS HEREBY GIVEN that Pennsylvania Electric 
Company (‘‘Penelec’’), an electric utility subsidiary com- 
pany of General Public Utilities Corpoation, a registered 
holding company, has filed with this Commission a post- 
effective amendment to the application, as previously 
amended, filed in this proceeding pursuant to Sections 
9(a) and 10 of the Public Utility Holding Company Act 
of 1935 (“Act’’), regarding the following proposed trans- 
actions. Interested persons are referred to the application, 
as now amended, which is summarized below, for a com- 
plete statement of the proposed transactions. 


In prior orders in this proceeding, Penelec was authorized 
by this Commission to acquire through December 30, 
1975, promissory notes to be issued by two nonaffiliated 
mining companies, The Helen Mining Company (“Helen’’) 
and Helvetia Coal Company (’,Helvetia’’), which are en- 
gaged in developing coal mines for the Homer City Gener- 
ating Station {‘ Homer Station’’), in which station Penlec 
owns a 50% interest, (HCAR Nos. 15899 (November 17, 
1967), 16773 (July 1, 1970), 16909 (November 25, 
1970), 17064 (March 24, 1971), 17396 (December 15, 
1971), 17581 (May 26, 1972), 17738 (October 26, 1972), 


18207 (December 3, 1973) and 18706 (December 11, 1974). 


The other 50% interest in the Homer Station is held by 
New York State Electric & Gas Corporation (“NYSEC”), 
autility unaffiliated with Penelec. 


It is stated that in order to meet expected coal burn re- 
quirements for a new unit presently under construction 
at the Homer Station, Helvetia’s production should be 
increased from its present 1.6 million tons per year to 
2.4 million tons per year by 1977. Additional financing 
of $9,500,000 is stated to be required to provide the 
additional capacity. Penelec’s share of such financing 
amounts to $4,750,000. 


The Penelec and NYSEG loans to Helvetia were previously 
contemplated to be repaid through permanent financing 
of the Helvetia operations by December 31, 1975. It is 
now represented that with the present condition of the 
capital markets, it does not appear that the necessary 
permanent capitalization can be arranged by that date. 
Therefore, Penelec now seeks authorization to (a) in- 
crease the amount of loans that it may make to Helvetia 
by $4,750,000 to an aggregate of $12,250,000, (b) ac- 
quire notes of Helvetia until March 30, 1977 and (c) ex- 
tend the maturity of the notes previously acquired from 
Helvetia to March 31, 1977. 


The Penelec and NYSEG loans to Helen were previously 
contemplated to be repaid through permanent financing 
of the Helen operations by November 30, 1975. It is 

now stated that because of the present conditions of the 
Capital markets, it does not appear that the necessary per- 
manent financing can be arranged for Helen by that date. 
Helen also advises that its capital requirements have been 
curtailed recently because of delays and long lead times 
associated with the delivery of mining equipment resulting 
in a $2,000,000 balance which may be advanced by Pene- 
lec and NYSEG through December 30, 1975. It is stated 
that this balance is required for capital construction but 


but will not be required until after December 30, 1975. 
Therefore, Penelec requests authority to (a) acquire notes 
of Helen through March 30, 1977 and (b) extend the ma- 
turity of Notes previously acquired from Helen until 
March 31, 1977. 


It is stated that no state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. It is further stated that no fees 
or expenses are expected to be incurred in connection 
with the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 17, 1975, request in writing that 
a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues 
of fact or law raised by said post-effective amendment to 
the application which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicant at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the applica- 
tion, as now amended or as it may be further amended, 
may be granted as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 

as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 

this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19005/May 27, 1975 


See Securities Act Release No. 5587/May 27, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19006/May 27, 1975 


In the Matter of 
CENTRAL AND SOUTH WEST CORPORATION 
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300 Delaware Avenue 
Wilmington, Delaware 19899 


CENTRAL POWER AND LIGHT COMPANY 
120 North Chaparral Street 
Corpus Christi, Texas 78403 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
600 South Main Street 
Tulsa, Oklahoma 74102 


SOUTHWESTERN ELECTRIC POWER COMPANY 
428 Travis Street 
Shreveport, Louisiana 71102 


TRANSOK PIPE LINE COMPANY 
712 Petroleum Club Building 
Tulsa, Oklahoma 74101 


WEST TEXAS UTILITIES COMPANY 
1062 North Third Street 
Abilene, Texas 79604 


(70-5684) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND/OR COMMERCIAL 
PAPER TO A DEALER IN COMMERCIAL PAPER, 
LOANS BY PARENT TO SUBSIDIARIES AND Ex- 
CEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Central and South West 
Corporation (“Central”), a registered holding company, 
and five of its subsidiary companies, Central Power and 
Light Company (“CP&L"’), Public Service Company of 
Oklahoma (“Public Service’), Southwestern Electric 
Power Company (“Southwestern”’), West Texas Utilities 
Company (‘‘West Texas”), and Transok Pipe Line Com- 
pany (“Transok”’) (collectively referred to as “subsidiaries’’), 
have filed an application-declaration, and amendments 
thereto, with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“‘Act’’), desig- 
nating Sections 6(a), 6(b), 7, 9(a), 10, 12(b) and 12(f) 
thereof and Rules 43 and 45 promulgated thereunder 

as applicable to the proposed transactions. All interested 
persons are referred to the application-declaration, which 
is summarized below, for a complete statement of the pro- 
posed transactions. 


Central proposes to issue and sell its commercial paper in 
an aggregate face amount of not to exceed $90,000,000 
outstanding at any one time to A. G. Becker & Co. In- 
corporated (““Becker’’). The proceeds from the sale of 

the commercial paper will be added to Central’s treasury 
funds and, together with other internal cash resources, 
will be loaned by Central from time to time to, or invest- 
ed in, its subsidiaries in an aggregate principal amount not 
to exceed $90,000,000 at any one time outstanding, all 
in the manner hereinafter described. 


The commercial paper notes will have varying maturities 
of not more than nine months from the date of issue, ex- 
clusive of days of grace, will be in varying denominations 
of not less than $25,000 and not more than $1,000,000 
each, and may be issued and sold by Central from time to 
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prior to December 31, 1976. Such notes will be issued and 

sold by Central directly to Becker at a discount rate which C 
will not be in excess of the discount rate per annum pre- tc 
vailing at the time of issuance for commercial paper of ( 
comparable quality and maturity sold by issuers thereof 

to commercial paper dealers and at an interest cost which in 
will not exceed the effective cost of money for unsecured P 
prime commercial bank loans prevailing on the date of F 
issue of such commercial paper. P 


The commercial paper will be reoffered to not more than in 
200 identified and designated customers in a list prepared 

in advance by Becker. Central's commercial paper notes I 

are expected to be held by customers to maturity, except 

that if customers wish to sell such notes prior thereto, 

Becker, pursuant to oral repurchase agreements, will re- 

purchase such notes and reoffer the same to others in the 

group of 200 customers. 


In the event that borrowings from banks at the prime rate 
of interest would produce a lower cost of money to Central 
than the issue of its commercial paper, Central proposes 

to borrow from banks from time to time prior to January 
1, 1977, an amount not to exceed $50,000,000 at any one 
time outstanding. The outstanding notes to banks, together | 
with the principal amount of its outstanding commercial 

paper issued to Becker, shall not exceed $90,000,000 at any | 
one time outstanding. Such borrowings will be made from 
the following named banks and, as to each such bank, shall 
not exceed the maximum principal amount at any time 
outstanding noted below: 


Maximum Prin- 


Name of Bank cipal Amount ) 





eo <a a 2 af 


Bankers Trust Company 
New York, New York $12,000,000 
Bank of Delaware 

Wilmington, Delaware 





4,000,000 


Continental Illinois National 
Bank and Trust Company of 
Chicago 


ae . a ee ee ee 


5,000,000 


First National Bank in Dallas 


Dallas, Texas 10,000,000 


—_——— «ss 


Harris Trust and Savings 


Bank, Chicago 5,000,000 


a> 2a. 2 


The First National Bank 
of Chicago 15,000,000 | 


f 

¢ 
Central proposes to issue from time to time its promissory j 
notes to evidence such borrowings from banks. Each of ee. 
such notes will be dated the date each such borrowing is P 
made, will mature on a date not more than twelve months { 
from the date thereof, will bear interest from the date { 
thereof to maturity at an interest cost to Central, which 
will not exceed the prime rate of interest previaling at 
such bank, and will be subject to prepayment by Central ( 
in whole at any time or in part from time to time, with- -_ 
out premium or penalty. | E 





Central proposes to advance funds, as it may determine, 
to the subsidiaries in varying amounts from time to time 


/ prior to January 1, 1977, such loans not to exceed $90,- 
» * 000 


} 
| 
| 
| 
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,000 in principal amount at any one time outstand- 
ing. Such loans will bear the interest to maturity of the 
prime rate of interest in effect from time to time at The 
First National Bank of Chicago. The maximum princi- 
pal amount of borrowings proposed to be made by each 
of the subsidiaries from Central at any one time outstand- 
ing are as follows: 


Maximum Princi- 
pal Amount of 
Loans to Be 


Subsidiaries Outstanding 





Central Power and Light 


Company $50,000,000 
Public Service Company 

of Oklahoma 50,000,000 
Southwestern Electric 

Power Company 40,000,000 
West Texas Utilities 

Company 20,000,000 
Transok Pipe Line Company 25,000,000 


The proposed borrowings by the subsidiaries from Central 
will temporarily finance a part of the costs of the construc- 
tion programs of the subsidiaries for the last six months of 
1975, estimated at $102,800,000, and for the year 1976, 
estimated at $280,300,000. 


Central requests the Commission to except the issuance 
and sale of the commercial paper from the requirements of 
competitive bidding under Rule 50 pursuant to paragraph 
(a)(5)(B) of said rule since it is not practicable to invite 
competitive bids for commercial paper and since current 
prices for commercial paper of prime borrowers such as 
Central are published daily in financial publications. 


Fees and expenses to be incurred in connection with the 
proposed transactions are estimated at $3,500, including 
legal fees of $1,000. It is further stated that no state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tion. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 16, 1975, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 

fact or law raised by said application-declaration, as 
amended, which he desires to controvert; or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
applicants-declarants at the above-stated addresses, and 
proof of service (by affidavit or, in case of an attorney-by- 


law, by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as amend- 
ed or as it may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such ac- 
tion as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19007/May 27, 1975 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 
Wilmington, Delaware 19899 


(70-5686) 


NOTICE OF PROPOSED ISSUE AND SALE OF $30,000,- 
000 PRINCIPAL AMOUNT OF FIRST MORTGAGE AND 
COLLATERAL TRUST BONDS 


NOTICE IS HEREBY GIVEN that Delmarva Power & Light 
Company (“Delmarva”), a registered holding comapny 

and a public-utility company, has filed a declaration with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act’’), designating Sections 6 and 
7 of the Act and Rule 50 promulgated thereunder as appli- 
cable to the proposed transaction. All interested persons 
are referred to the declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


Delmarva proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50, $30,000,000 princi- 
pal amount of First Mortgage and Collateral Trust Bonds, 
% Series due to mature not less than 5 years nor more 
than thirty years from the first day of the calendar month 
during which the bonds are to be issued. The interest rate 
(which shall be a multiple of 1/8 of 1%) and the price, ex- 
clusive of accrued interest, to be paid to Delmarva (which 
shall be not less than 99% nor more than 101.75% of 
the principal amount thereof) will be determined by the 
competitive bidding. The bonds will be issued under the 
Mortgage and Deed of Trust, dated October 1, 1943, be- 
tween Delmarva and Chemical Bank, Trustee, as heretofore 
supplemented and as to be further supplemented by a 
Fiftieth Supplemental Indenture dated as of July 1, 1975, 
which includes a prohibition until July 1, 1980, against 
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refunding the issue with the proceeds of funds borrowed 
at a lower effective interest cost. 


It is stated that the net proceeds from the sale of the bonds 
will be applied toward the retirement of unsecured short- 
term notes issued primarily for interim financing of the con- 
struction programs of Delmarva and its subsidiary compan- 
ies and for other corporate purposes. As of May-14, 1975, 
such short-term notes outstanding amounted to $41,850,- 
000. Delmarva estimates that its construction program for 
1975 will require expenditures of $93,000,000. 


The declaration states that it is intended that the bonds 
will be issued and sold pursuant to the competitive bidding 
requirements of Rule 50; however, Delmarva states that, 
due to difficulties that may occur in marketing first mort- 
gage bonds at competitive bidding, the company may re- 
quest, by further amendment to this declaration, that the 
sale of its bonds be excepted from the competitive bidding 
requirements of Rule 50. 


The declaration further states that the issuance and sale 

of the bonds is subject to the approval of The Public Ser- 
vice Commission of Delaware, and indicates that no other 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. The fees and expenses to be incurred by Delmarva 

in connection with the sale of the bonds will be in the aggre- 
gate amount of $116,000, which includes $13,500 for legal 
fees and $12,000 for accounting services. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 19, 1975, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the declaration, as 
filed or as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive any notices, and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 19008/May 27, 1975 
In the Matter of 


DELMARVA POWER AND LIGHT COMPANY 
800 King Street 
Wilmington, Delaware 19899 


(70-5685) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Delmarva Power and 
Light Company (“Delmarva”), a registered holding com- 
pany, has filed an application-declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act’’), designating Sections 6 and 7 of the 
Act and Rule 50 promulgated thereunder as applicable 
to the following proposed transaction. All interested per- 
sons are referred to the application-declaration, which is 
summarized below, for a complete statement of the pro- 
posed transaction. 


Delmarva proposes to issue and sell 2,000,000 shares of 
its authorized but unissued common stock, par value 
$3.375 per share (‘common stock”). Delmarva estimates 
that the proposed sale of the common stock will provide 
it with aggregate cash proceeds of approximately $22,- 
000,000. The proceeds from the sale will be applied to- 
ward the retirement, in part, of unsecured short-term 
notes issued prior to such sale primarily for interim 
financing of the construction program of Delmarva and 
its subsidiaries. On May 14, 1975, such unsecured short- 
term notes outstanding amounted to $41,850,000. Con- 
struction expenditures for 1975 are presently estimated 
at $93,000,Q00. Funds required to carry out the con- 
struction program, in addition to those obtained through 
the present financing, are expected to be provided from 
internal cash sources and additional financings. Delmarva 
states that due to difficulties which may occur in market- 
ing the securities at competitive bidding, the company 
may request, by further amendment to this application- 
declaration, that sale of its common stock be excepted 
from the competitive bidding requirements of Rule 50. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $97,000, in- 
cluding legal fees of $11,500 and accounting fees of 
$10,000. The fee of counsel for the purchases of the 
stock is estimated at $16,000 and will be paid by the 
successful bidders. It is stated that the issuance of the 
common stock is subject to the approval of the Public 
Service Commission of Delaware. No other State com- 
mission nor any Federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than June 20, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be no- 
tified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
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ties and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by mail 
(air mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-declar- 
ant at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 

date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19009/May 29, 1975 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-5674) 


ORDER AUTHORIZING EXCEPTION FROM COMPE- 
TITIVE BIDDING REQUIREMENTS REGARDING 
ISSUE AND SALE OF COMMON STOCK; DENIAL OF 
REQUEST FOR HEARING 


The Southern Company (“Southern”), a registered holding 
company, has filed an application-declaration and an amend- 
ment thereto pursuant to Sections 6 and 7 of the Public 
Utility Holding Company Act of 1935 (““Act’’) and Rules 

50 and 100 promulgated thereunder as applicable to the 
following proposed transactions. 


Southern proposes to issue and sell 11,000,000 shares of 
its authorized but unissued common stock, par value $5 
per share (“Common Stock”). Southern estimates that the 
proposed sale of the Common Stock will provide it with 
aggregate cash proceeds of approximately $110,000,000. 

It proposes to utilize the net proceeds to repay $64,450,000 
of its short-term notes payable outstanding to certain New 
York banks under an existing credit agreement and the bal- 
ance for capital contributions to its operating subsidiaries 
Pursuant to Commission order (HCAR No. 18924). The 
company expects that, just prior to sale of the Common 
Stock, $111,500,000 of such notes will be outstanding. 
Southern requests an exception from the competitive 
bidding requirements of Rule 50 under the Act for the 
issuance and sale of such Common Stock to permit it to 


select one or more investment banking firms to form a 
syndicate which will act as underwriters for the Common 
Stock and with which Southern will negotiate the terms 
on which it will sell the Common Stock to such under- 
writers. 


In support of its request for an exception, Southern states 
that its financial and operating situation mandates such a 
request. Its System has had difficulty over the past three 
years in financing its construction program through con- 
ventional security issues, and the bond rating for its lar- 
gest subsidiary company, Georgia Power Company (““Geor- 
gia”) has recently been suspended by Moody’s. Southern 
believes it is important to sell the proposed common stock 
at this time. Based on its experience with its last common 
stock issue in September 1974, the size of the proposed 
offering, and its knowledge of current transfers in owner- 
ship of its common stock, Southern states that its sale will 
require a marketing effort directed primarily to individual 
investors. 


Furthermore, Southern states that due to the limited in- 
ternal cash generation of its subsidiaries, the System must 
depend to an unusual degree on the capital markets in an 
effort to raise the substantial sums necessary to finance 

its 1975 construction program, which has been reduced by 
$310,000,000 or 23.1%. At the present time the ability 

of Southern’s operating subsidiaries to issue first mortgage 
bonds or preferred stock is severely limited because of in- 
sufficient earnings to satisfy coverage requirements con- 
tained in their respective mortgages or charters. Southern 
states that considering the very large short-term debt posi- 
tion of the System ($478,972,000 in aggregate borrowings 
as of April 11, 1975), and the present inability of Southern’s 
subsidiaries to issue senior securities in adequate amounts, 
it is necessary for Southern to effect a successful common 
stock sale in June 1975 to meet its construction program 
commitments and to fulfill its obligation to the banks to 
repay its portion of the System’s borrowings. 


Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated under the Act (HCAR No. 18962). Geor- 
gia Power Project (‘Project’), an unincorporated associa- 
tion of Georgia consumers, has made a motion requesting 
a hearing. It asserts that the offering should be made at 
competitive bidding and that we should require the sale 
of as many shares as are needed to raise not less than 
$160 million, $50 million more than Southern company 
hopes to raise. Southern disagrees. 


Neither of these issues requires an evidentiary hearing for 
its resolution nor would it be possible to hold one. South- 
ern proposes a sale of common stock in June 1975. If we 
were to defe: action pending a hearing, the stock offering 
could not be made and the hearing would necessarily be 
directed to considering the propriety of a different fi- 
nancing many months later. 


Southern’s proposed offering reflects its urgent need for 
additional equity capital. Nor are we uninformed about 
Southern’s financial condition. We have devoted much 
attention in the past year to all aspects of financing of 
the Southern system (HCAR Nos. 18510, 18519, 18567, 
18569, 18798, 18855, 18930). We find, under subpara- 
graph a(5) of Rule 50, that it is not necessary or appro- 
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priate to impose upon Southern some of the marketing un- 
certainties of competitive bidding that other holding com- 

panies better situated can and should assume. The grant of 
the exceptions does not affect our authority over the price 


of the stock to Southern and the compensation to underwrit- 


ers, as to which jurisdiction will be reserved. 


Southern believes that the sale of 11,000,000 shares of its 
stock (representing 11.7% of the outstanding issue) at this 
time is feasible but that an offering of a significantly larger 
volume of stock is not. Based on the facts in the record as to 
the current financial condition and prospects of the South- 
ern system, we are satisfied that Southern’s decision regard- 
ing the marketability of its stock is a reasonable exercise of 
its judgment. We cannot require Southern to increase its 
proposed offer, nor should we withhold authorization for 
a sale to realize $110 million of needed equity in order to 
force Southern to try for more. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


IT IS ORDERED, accordingly, pursuant to the applicable 
provisions of the Act and rules thereunder, including Rule 
50(a)(5), that said application-declaration as amended be 
granted and permitted to become effective forthwith, sub- 
ject to the terms and conditions prescribed in Rule 24 
promulgated under the Act; 


IT IS FURTHER ORDERED, that the request for a hearing 
by Project in this proceeding be, and hereby is, denied; 


IT iS FURTHER ORDERED, that jurisdiction be, and the 
same hereby is, reserved to pass upon the number of shares 
and terms and conditions of the sale, including the price 
to Southern; 


IT IS FURTHER ORDERED, that jurisdiction be, and the 
same hereby is, reserved as to the fees and expenses to be 
incurred in connection with the offer and sale of the 
Common Stock, including underwriters’ compensation. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19010/May 30, 1975 


See Securities Act Release No. 5588/May 30, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19011/May 30, 1975 


In the Matter of 
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MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 26554 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 15601 


(70-5657) 


ORDER AUTHORIZING PROPOSED LEASE OF RAIL- 
ROAD CARS AND SUBLEASE OF UNDIVIDED INTER- 
ESTS IN THOSE CARS TO OTHER SUBSIDIARY UTIL- 
ITY COMPANIES; PROPOSED ASSUMPTION OF DEBT 
PORTION OF FINANCING OF RAILROAD CARS AND 
GRANTING EXCEPTION FROM COMPETITIVE BID- 
DING IN CONNECTION THEREWITH 


Monongahela Power Company (“Monongahela”), The 
Potomac Edison Company (“‘PE’’) and West Penn Power 
Company (“West Penn”), electric utility subsidiary com- 
panies of Allegheny Power System, Inc., a registered hold- 
ing company, have filed an application-declaration, and 
amendments thereto, with this Commission pursuant to 
Sections 6, 7, 9(a), 10 and 12 of the Public Utility Hold- 
ing Company Act of 1935 (““Act’’), and Rules 50(a) (5) 
and 87 promulgated thereunder regarding the following 
proposed transactions. 


West Penn and the Continental Illinois National Bank and 
Trust Company of Chicago (“‘lessor’’) have entered into 

a purchase agreement (“purchase agreement”) with Thrall 
Car Manufacturing Company and Bethlehem Steel Corpor- 
ation for the construction and delivery of 212 railroad 
cars (“cars”). Of the cars, 106 are to be hopper cars and 
106 are to be gondola cars, all of said cars to be used for 
the transportation of coal, as further described below. 


It is stated that the total purchase price of the cars shall 
not exceed $6,180,000, said purchase price to be financed 
under a finance agreement (“finance agreement”) describ- 
ed further below. Under terms of the pruchase agreement, 
Lessor will be the owner of the cars and will lease the cars 
to West Penn under a Lease of Railroad Equipment 
(“lease’’). Pursuant to the lease, West Penn will lease the 
cars for an initial 15-year period commencing June 17, 
1975, plus an interim period prior to that date, at a rental 
to be paid in 31 installments. The first rental payment 
shall cover the interim period and the rental payments 
thereafter will be on a semi-annual basis. 


Under terms of the finance agreement, the lessor has agreed 
to act as owner-trustee for certain lenders and equity par- 
ticipants who have agreed to finance the purchase of the 
cars. The finance agreement provides, among other things, 
that West Penn may be required to purchase the cars if a 
favorable ruling from the Internal Revenue Service (‘‘rul- 
ing’’) relating to certain tax aspects of the transactions 

is not received by August 31, 1975. In such event, West 
Penn will purchase the equity participants’ interests in 
the cars for an amount equal to those participants’ in- 
vestments in the cars, plus interest thereon at an annual 
rate equal to the prime commercial (or comparable) rate 
of Manufacturers Hanover Trust Company, plus 2%. In 
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such event, West Penn will also assume the debt portion of 
the financing of the cars, in the maximum amount of $4,- 
455,792, for 15 years at an annual interest rate of 9-7/8% 
per annum. West Penn requests an exception from the com- 
petitive bidding requirements of Rule 50 in the event of 

its assumption of this debt. 


The lease provides that rentals during the interim period 
will be at a daily rate of 0.0254866% of the purchase price 
of the cars then subject to the lease. Rental payments 
thereafter will be an amount equal to 3.20938% of the 
purchase price for the cars then subject to the lease for 

the next 10 semi-annual installments, 5.74689% for the 
following 10 semi-annual installments and 8.21235% for the 
following 10 semi-annual installments. This rent is com- 
puted on the assumption that (1) the interest rate on the 
debt portion of the financing of the cars is 9-7/8% and (2) 
the investment tax credit accruing to the equity partici- 
pants in the financing is 10%. on the basis of these assump- 
tions it is stated that the effective cost of the lease to West 
Penn is approximately 6% of the purchase price of the cars 
per year. The lease provides that if the aforesaid interest 
rate and/or investment tax credit are greater or less than 
the assumed percentages, the rental payments will be ad- 
justed accordingly. 


The lease further provides that West Penn has the right 
to renew the lease for up to 3 additional 5 year terms at 
a fair market rental or to purchase all of the cars then 
subject to the lease at a fair market value at the end of 
any lease term. West Penn may, after June 17, 1985, 
terminate the lease on a good faith determination that 
all the cars then subject to the lease shall have become 
obsolete or economically unserviceable to West Penn’s 
operations. 


It is stated that the cars are being obtained to transport 
low sulfur coal to the Harrison generating station at 
Shinnston, West Virginia, which station is owned 50% 
by West Penn, and 25% each by Monongahela and PE. 
It is proposed that Monongahela and PE each sub-lease 
an undivided 25% interest in the cars from West Penn 
so that each will pay West Penn 25% of the cost of leas- 
ing the cars. It is stated that this arrangement will assure 
division of the cost of leasing the cars among the com- 
panies on the same basis as their ownership in the Har- 
rison station, of the energy generated by the station 

and the companies’ respective obligations to pay the 
costs of operating the station. 


The West Virginia Public Service Commission, the Vir- 

ginia State Corporation Commission and the Pennsylvania 
Public Utility Commission have authorized various aspects 
of the proposed transactions, and the lease and a security 
agreement will be filed with the United States Interstate 
Commerce Commission. No other state or federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. The record is incomplete with re- 
gard to fees and expenses to be incurred in connection with 
the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 18939), and no hearing has 
been requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 


applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in the 
interest of investors and consumers that said application- 
declaration, as amended, be granted and permitted to be- 
come effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act and subject further to the reserva- 
tion of jurisdiction ordered below: 


IT IS FURTHER ORDERED that jurisdiction be, and 

it hereby is, reserved with respect to the fees and expenses 
to be incurred in connection with the proposed transac- 
tions. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19012/May 30, 1975 


In the Matter of 


SOUTHERN SERVICES, INC. 
Perimeter Center East 
Atlanta, Georgia 30346 


(37—59) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 
ING ISSUE AND SALE OF LONG-TERM NOTES TO 
HOLDING COMPANY BY SUBSIDIARY SERVICE 
COMPANY 


NOTICE IS HEREBY GIVEN that Southern Services, Inc. 
(“Services”), a wholly-owned subsidiary service company 
of The Southern Company (“‘Southern”’), a registered 
holding company, has filed with this Commission a post- 
effective amendment to the application-declaration in this 
proceeding pursuant to Sections 6(a), 7, and 13 of the 
Public Utility Holding Company Act of 1935 (“Act’’) 
regarding the following proposed transactions. All inter- 
ested persons are referred to the application-declaration, 
as amended by the post-effective amendment, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


By orders in this proceeding dated July 23, 1963, Septem- 
ber 10, 1971, and May 15, 1973 (HCAR Nos. 14913, 
17261, and 17961), the Commission, among other things, 
authorized Services to issue and sell its long-term unse- 
cured notes to Southern for cash, during a period extending 
until June 30, 1975, of up to $18,275,000 agregate princi- 
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pal amount to be outstanding at any one time, such notes 
bearing interest at the prime rate in effect at an Atlanta, 
Georgia, bank. Services now proposes that the period for 
issuing said notes to Southern be extended until June 30, 
1978. 


Services’ presently outstanding capital stock amounts to 
$725,000, all held by Southern, and its unsecured notes 
to Southern in an aggregate principal amount of $12,000,- 
000 were issued and outstanding on March 31, 1975. 


Services performs professional and technical services at cost 
for associate companies in the Southern holding-company 
system. Expansion of said services in recent years has re- 
sulted in a substantial increase in the amount of neces- 

sary working capital, and further expansion is anticipated 
in general services, engineering, power pool operations, 

and data processing. 


In the current filing, Services states that its working capital 
requirements will increase from approximately $13,500,000 
in 1975 to approximately $19,000,000 by June 30, 1978. 
Underlying these working capital estimates is Services’ ex- 
pectation that by the end of 1977, its personnel required 

to provide the aforementioned expanded services will in- 
crease over the totals at December 31, 1974 as follows: 
general services, from 270 to 321; engineering, from 1,023 
to 1,669; power pool, from 102 to 121; and data process- 
ing, from 406 to 514. 


The unsecured notes to be issued to Southern will mature 


December 31, 1999, and will be prepayable at any time with- 


out premium. Southern will acquire said notes at the prin- 
cipal amount thereof. The notes are to bear interest at a 
rate equal to the average effective interest cost of South- 
ern’s outstanding obligations for borrowed money on ‘the 
date of issue, or, to the extent that the aggregate principal 
amount of Services’ outstanding notes to Southern exceed 
the aggregate principal amount of Southern’s outstanding 
obligations for borrowed money, such excess principal 
amount of notes shall bear interest at a rate equal to the 
weighted average rate of return on common equity most 
recently allowed the four operating subsidiaries by their 
respective public service commissions which have retail 
rate jurisdiction, but in any event at a rate not less than 
125 percent of the prime rate in effect on the date of 
issue thereof at such bank in Atlanta, Georgia, as shall 
have been designated by Services for that purpose. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 24, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to 

the application-declaration which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the applicant-declarant 
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at the above-stated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application-declaration, as now amended or as it may be 
further amended, may be granted and permitted to be- 
come effective as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8797/May 23, 1975 


In the Matter of 


AXE SCIENCE CORPORATION 
400 Benedict Avenue 
Tarrytown, New York 10591 


(811-663) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN INVEST- 
MENT COMPANY 


NOTICE IS HEREBY GIVEN that Axe-Houghton Stock 
Fund, Inc. (“Stock Fund”) registered under the Invest- 
ment Company Act of 1946 (’*Act’’) as a management 
open-end investment company, filed an application on 
February 21, 1975 and an amendment thereto on May 
14, 1975, pursuant to Section 8(f) of the Act, for an order 
declaring that Axe Science Croporation (“Science Fund”), 
registered under the Act as a management open-end in- 
vestment company, has ceased to be an investment com- 
pany as defined in the Act. All interested persons are re- 
ferred to the application on file with the Commission for 
a statement of the representations contained therein, 
which are summarized below. 


Science Fund was organized under the name of Axe Atomic 
and Electronics Fund and registered under the Act by fil- 
ing a Form N-8A Notification of Registration on October 
29, 1954. Its name was changed to Axe Science and Elec- 
tronics Fund on January 7, 1955, and to Axe Science 
Corporation on December 26, 1963. 

















The application represents that pursuant to a merger 
agreement approved by the shareholders of Science 
Fund on October 10, 1974, Science Fund was merged 
into Stock Fund on December 10, 1974. Upon the con- 
summation of the merger, each share of Science Fund 
was converted into that number of shares of Stock Fund 
determined by dividing the net asset value per share of 
Science Fund common stock as of the close of business 
on the last business day preceding the effective date of 
the merger by the net asset value per share of Stock Fund 
common stock at that time. Science Fund has no share- 
holders and has ceased to exist without formal dissolu- 
tion by virtue of the statutory merger under Maryland 
law. 





Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, upon application, finds that 
aregistered investment company has ceased to be an 
investment company, it shall so declare by order and upon 
the taking effect of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than June 17, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such request 
and the issues of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 
( the person being served is located more than 500 miles 
from the point of mailing) upon applicant at the address 
stated above. Proof of such service (by affidavit or in case 
of an attorney-at-law by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8798/May 23, 1975 


In the Matter of 





DALLAS FUND, INC. 
1010 Fidelity Union Tower 


Dallas, Texas 75201 
(811-1631) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER RELATING 
THAT COMPANY HAS CEASED TO BE AN INVEST- 
MENT COMPANY 


NOTICE IS HEREBY GIVEN that Dallas Fund, Inc. 
(“Applicant’’), registered under the Investment Com- 
pany Act of 1940 (“Act”) as a diversified, open-end, 
management investment company, filed an application 
on April 10, 1975, pursuant to Section 8(f) of the Act, 
for an order of the Commission declaring that Applicant 
has ceased to be an investment company as defined in 
the Act. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of 
the representations contained therein, which are sum- 
marized below. 


Applicant, formerly known as Ling Fund, Inc., was or- 
ganized as a Texas corporation on March 22, 1968, and 
registered under the Act by filing a form N-8A notifica- 
tion of registration on April 2, 1968, The securities of 
Applicant were offered to the public, commencing on 
September 13, 1968; and from that date through early 
1971 it was managed by its investment adviser and prin- 
cipal underwriter, Ling & Company, Inc. (“Ling & Co.”’). 
In January 1971 Applicant suspended further sales of 

its shares, which suspension has remained in effect to the 
present time, and in February 1971 the investment ad- 
visory and underwriting contracts with Ling & Co. were 
terminated. 


Through the combination of the absence of new sales of 
its shares, shareholder redemptions, and losses on port- 
folio investments, the total assets of Applicant were re- 
duced to the point that, in the opinion of its Board of 
Directors, the required expenses to continue Applicant's 
existence as an investment company were too high to 
cause such action to be in the best interests of its share- 
holders. On July 30, 1974, Applicant’s Board recom- 
mended that it be liquidated and dissolved, and the pro- 
posed dissolution was ratified by Applicant’s sharehold- 
ers at a meeting held on January 17, 1975. Substantially 
all of its assets have been distributed to its shareholders; 
its remaining assets are held by a national bank for dis- 
tribution to those shareholders that have not yet been 
located; and Articles of Dissolution for Applicant have 
been filed under state law. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and, upon 
the taking effect of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than June 17, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter, accompanied by a statement as 

to the nature of his interest, the reasons for such request, 
and the issues, if any, of fact or law proposed to be con- 
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troverted, or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail (air 

mail if the person being served is located more than 500 
miles from the point of mailing) upon the Appticant at the 
address stated above. Proof of such service (by affidavit, or 
in the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the Application will be issued 
as of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the 

date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8799/May 23, 1975 


In the Matter of 


VENTURE SECURITIES FUND, INC. 
6 Bryn Mawr Avenue 
Bryn Mawr, Pa. 10910 


(811-732) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Venture Securities 
Fund, Inc. (“Venture”), an open-end, non-diversified 
management investment company registered under the 
Investment Company Act of 1940 (“Act”’), filed an 
application on February 18, 1975 pursuant to Section 
8(f) of the Act for an order of the Commission declar- 
ing that Venture has ceased to be an investment com- 
pany as defined in the Act. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations set forth therein 
which are summarized below. 


Venture was incorporated in Delaware on June 29, 
1956 and was registered under the Act on July 23, 
1956. 


On November 19, 1974, the shareholders of Venture 
approved an Agreement and Plan of Reorganization 
and Liquidation (““Agreement”’), which provided for: 
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(1) the sale by Venture of substantially all of its assets to 
Stratton Growth Fund (“Stratton”) solely in exchange for 
shares of voting stock of Stratton; (2) for the distribution 
of Stratton shares to Venture shareholders in liquidation 
of Venture; and (3) for the subsequent dissolution of Ven- 
ture. 


The acquisition by Stratton of substantially all of the assets 
of Venture took place on November 20, 1974. Pursuant to 
the Agreement, Stratton issued 23,399.450 shares of its 
common stock to Venture which represented an exchange 
ratio of .0901 shares of Stratton for each share of Venture 
then issued and outstanding. Such shares of Stratton have 
been delivered to shareholders of Venture according to their 
respective interests in liquidation of Venture pursuant to 
the Agreement. 


Venture represents that it has no shareholders and is en- 
gaged in no business activity. As of the date of filing of 
the application Venture’s only assets consisted of $426 
cash and accounts receivable of $269 due from a surety 
company as a fidelity bond refund of premium. In addi- 
tion, Venture has been liquidated and has filed its Certifi- 
cate of Dissolution with the Secretary of State of Dela- 
ware. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a re- 
gistered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon 
the effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 17, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request shall be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon Venture 
at the address stated above. Proof of such service (by 
affidavit or, in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the appli- 
cation will be issued as of course following said date un- 
less the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8800/May 23, 1975 


In the Matter of 


UNITED FUNDS, INC. 

UNITED VANGUARD FUND, INC. 

UNITED CONTINENTAL INCOME FUND, INC. 
UNITED CONTINENTAL GROWTH FUND, INC. 
CONTINENTAL FIDUCIARY SHARES, INC. 
WADDELL & REED, INC. 

P.O. Box 1343 

One Crown Center 

Kansas City, Missouri 64141 


(812-3760) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11(a) OF THE ACT AND PURSUANT TO SECTION 6(c) 
FOR EXEMPTION FROM PROVISIONS OF SECTION 
22(d) 


NOTICE IS HEREBY GIVEN that United Funds, Inc., 
United Vangaurd Fund, Inc., United Continental Growth 
Fund, Inc., United Continental Income Fund, Inc., and 
Continental Fiduciary Shares, Inc., registered under the 
Investment Company Act of 1940 (““Act’’) as open-end 
companies (herein collectively referred to as ““Funds”’), 
and Waddell & Reed, Inc. (“W&R”), the principal under- 
writer for each of the Funds, (W&R and the Funds are 
herein collectively referred to as ““Applicants”’), have 
filed an application on February 6, 1975, and an amend- 
ment on April 11, 1975, for orders of the Commission 

as follows: 


1) pursuant to Section 11(a) of the Act, to permit the 
Funds to offer to exchange their shares for shares of United 
Daily Dividend Fund, Inc. (“UDD Fund”) on a basis other 
than relative net asset value per share, and 


2) pursuant to Section 6(c) of the Act, for an order ex- 
empting the proposed exchanges from the provisions of 
Section 22(d) of the Act. 


All interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


W&R maintains a continuous public offering of the shares 

of each of the Funds. The public offering price of the 

shares of each Fund is equal to their respective net asset 
value plus a sales charge (United Funds, Inc. issues four 
classes of shares, each class with its own net asset value 

and offering price). The sales charge is a maximum of 8.75% 
of the offering price on purchases of less than $25,000 and 
is reduced on larger purchases. Shares of Continental Fidu- 
ciary Shares, Inc., were formerly sold at their net asset 

value. 





UDD Fund, an open-end investment company registered 
under the Act, has filed a registration statement under the 
Securities Act of 1933 with respect to a proposed offering 
of its shares to the public at an offering price equal to their 














net asset value plus a maximum sales charge of 4.75% of the 
offering price. W&R is the prospective investment adviser 
and principal underwriter for the UDD Fund. 


Section 11(a) of the Act provides, in pertinent part, that it 
shall be unlawful for any registered open-end company or 
any principal underwriter for such a company to make or 
cause to be made an offer to the holders of a security of 
another open-end company on any basis other than the re- 
lative net asset values of the respective securities to be ex- 
changed, unless the terms of the offer have first been sub- 
mitted to and approved by the Commission. 


Each of the Funds proposes to offer its shares to sharehold- 
ers of UDD Fund in exchange for shares of UDD Fund on 
the following basis: (1) shares of UDD Fund which were 
acquired through a share exchange (other than an exchange 
of shares of Continental Fiduciary Shares, Inc. which were 
originally purchased at no sales charge) or acquired as a 
result of the reinvestment of dividends or distributions 

on such shares (““Exchanged Shares”’) will be exchanged 

for shares of any of the Funds on the basis of the relative 
net asset values per share of UDD and the exchanging Fund 
at the time of the exchange; (2) shares of UDD Fund other 
than Exchanged Shares will be exchanged for shares of any 
of the Funds on the basis of the relative net asset value per 
share of UDD and the exchanging Fund at the time of the 
exchange, plus the sales charge described in the prospectus 
of the exchanging Fund, less the sales charge previously paid 
on the UDD Fund shares being exchanged. As a result, Ap- 
plicants state, a shareholder acquiring shares of one of the 
Funds through an exchange of shares of UDD Fund would 
pay approximately the same overall sales charge that he 
would have paid had he directly purchased the same number 
of shares of that Fund. 


In the event a shareholder desires to exchange only a por- 
tion of his shares of UDD Fund, those shares that may be 
exchanged at relative net asset value without sales charge 
will be exchanged first. The remaining shares to be ex- 
changed will be selected from those shares which are en- 
titled to be exchanged upon payment of the lowest addi- 
tional sales charge. If at the time of an exchange an investor 
would be entitled, by reason of a cumulative discount privi- 
lege applicable to certain investors, to directly purchase 
shares of the exchanging Fund at a lower sales charge, the 
investor will be assessed the lower sales charge less the sales 
charge previously paid by him on the UDD shares. 


Section 22(d) provides, in pertinent part, that no registered 
investment company or principal underwriter thereof shall 
sell any redeemable security to the public except at a cur- 
rent offering price described in the prospectus. 


Applicants state that the purpose of the proposed exchange 
offer is to permit a shareholder of the UDD Fund who 
changes his investment objective to allocate his investment 
to a different investment company. Applicants submit that 
if the exchange offer to shareholders of the UDD Fund 
were made at the relative net asset values of UDD and the 
exchanging Fund, shareholders of UDD Fund who became 
shareholders of the exchanging Fund by means of the ex- 
change offer would pay substantially lesser sales charges 
on their investments than similarly situated investors in the 
exchanging Fund. Applicants also submit that it would not 
be appropriate to charge shareholders of UDD a full sales 
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load upon their exchanging their shares for shares of one of 
the exchanging Funds. 


Section 6(c) of the Act authorizes the Commission, upon ap- 
plication, to exempt any person from any provision or pro- 
visions of the Act conditionally or unconditionally if and 

to the extent such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 18, 1975, at 5:30 p.m., submit 

to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing June 18, 1975, unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8801/May 27, 1975 


See Securities Act Release No. 5587/May 27, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8802/May 23, 1975 


In the Matter of 

B.S.F. COMPANY 

25100 LaLoma Drive 

Los Altos Hills, California 94022 
(811-1179) 
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NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE ACT DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN INVEST. 
MENT COMPANY 


¢ 
NOTICE IS HEREBY GIVEN that on April 11, 1975, | 
B.S.F. Company (“Applicant”), registered as a ciosed- 
end non-diversified management investment company under _ | | 
the Investment Company Act of 1940 (‘‘Act’’), filed an \ 
application pursuant to Section 8(f) of the Act for an 
order of the Commission declaring that Applicant has ( 
ceased to be an investment company as defined in the 
Act. All interested persons are referred to the application t 
on file with the Commission for a statement of the repre- ¢ 
sentations set forth therein, which are summarized below. F 


Applicant, organized as a corporation under the laws of 
the State of Delaware on August 10, 1955, registered 
under the Act on September 25, 1962. On March 18, 1975, 
Applicant's shareholders approved a Plan and Agreement y 
of Merger merging the Applicant into ELT, Inc., a Penn- e 
sylvania corporation engaged in the manufacture of lamps, f 
lighting products, processed metal products and disposable L 
plastic products. The merger became effective on March i 
31, 1975, and the separate existence and corporate or- 


ganization of Applicant thereupon ceased. f 

: : | a 
Section 8(f) of the Act provides that whenever the Com- s! 
mission, on its own motion or upon application, finds n 


that a registered investment company has ceased to be 

an investment company, it shall so declare by order, C 
which may be made upon appropriate conditions if neces- c 
sary for the protection ofinvestors, and upon taking effect 2 
of such order the registration of such company shall cease 
to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- a 





son may, not later than June 18, 1975, at 5:30 p.m., b 
submit to the Commission in writing a request for a hearing Cc 
on the matter accompanied by a statement as to the nature p 
of his interest, the reason for such request, and the issues, 

if any, of fact or law proposed to be controverted, or he A 
may request that he be notified if the Commission shall si 
order a hearing thereon. Any such communication shall : a 
be addressed: Secretary, Securities and Exchange Com- u 
mission, Washington, D. C. 20549. A copy of such request fe 
shall be served personally or by mail (air mail if the person | S 
being served is located more than 500 miles from the point ol 
of mailing) upon Applicants at the address stated above. | 
Proof of such service (by affidavit or in case of an attor- A 
ney-at-law, by certificate) shall be filed contemporaneous) | ~, 
ly with the request as provided by Rule 0-5 of the Rules | th 
and Regulations promulgated under the Act. An order dis- te 
posing of the application will be issued as of course follow- fa 
ing June 18, 1975, unless the Commission thereafter orders a 
a hearing upon request or upon the Commission’s own mo- | ut 
tion. Persons who request a hearing, or advice as to wheth- ur 
er a hearing is ordered, will receive any notices and orders | = 
issued in this matter , including the date of the hearing (if 

ordered) and any postponements thereof. | & 





For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 










George A. Fitzsimmons 
Secretary 
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a COMPANY ACT OF 1940 
Release No. 8803/May 27, 1975 


In the Matter of 


E. |. Du PONT DE NEMOURS AND COMPANY 
Wilmington, Delaware 19898 


(812-3787) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR ORDER EXEMPTING 
PROPOSED TRANSACTION FROM SECTION 17(a) 


NOTICE IS HEREBY GIVEN that E. |. du Pont de Nemours 
and Company (“Applicant”), a Delaware corporation, has 
filed an application pursuant to Section 17(b) of the In- 
vestment Company Act of 1940 (“Act”) for an order ex- 
empting from the provisions of Section 17(a) of the Act 
Applicant’s proposed grant to Toyo Products Company, 
Ltd. (““TPC’’), a Japanese corporation, of an exclusive 
license, with the right to grant sublicenses, to certain 
Japanese patent rights, and to use related technical in- 
formation. All interested persons are referred to the 
application on file with the Commission for a complete 
statement of the representations therein, which are sum- 
marized below. 


Christiana Securities Company (*Christiana’’), a registered 
_ closed-end investment company, owns approximately 
528.0% of the outstanding common stock of Applicant, 

which in turn owns 50% of the outstanding common 

stock of TPC. The remaining 50% of TPC’s outstanding 

common stock is owned by Toray Industries, Inc., a Jap- 

anese corporation. Under Section 2(a)(9) of the Act, 

both Applicant and TPC are presumed to be controlled by 








Christiana and under Section 2(a)(3) of the Act, both Ap- 
plicant and TPC are also affiliated persons of Christiana. 


Applicnt states that TPC, a manufacturer of spandex fibers 
since 1966, seeks to acquire exclusive licenses, with the 
right to grant sublicenses, under Japanese patents and to 
use in Japan technical information relating to the manu- 
facture of L-423 spandex fiber on a commercial scale. 

| Spandex fibers are elastic textile yarns which have re- 
placed cut rubber filaments in apparel markets. 

} 

Applicant and TPC have entered into an agreement (the 

“Agreement’’) providing for exclusive license to TPC with 

the right to grant sublicenses (1) under patents and (2) 
to use in Japan technical information relating to the manu- 
facture of commercially acceptable L-423 spandex fiber on 
acommercial scale. The Agreement will become effective 

| upon receipt of the order of exemption requested herein, 
unless the Agreement has not become effective by April 

' 14, 1976, in which case it will expire. 


Section 17(a) of the Act, in pertinent part, provides that 

it shall be unlawful for any affiliated person of a regis- 

tered investment company, or any affiliated person of such 
person, acting as principal, knowingly to sell to or purchase 
from such registered company or any company controlled 
by such company any security or other property. 


Section 17(b) of the Act provides that the Commission, 
upon application, may exempt a proposed transaction from 
the provision of Section 17(a) if evidence establishes that 
the terms of the proposed transaction, including the con- 
sideration to be paid or received, are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned and that the proposed transaction is consistent 
with the policy of each registered investment company 
concerned and with the general purposes of the Act. 


Applicant contends that the terms of the proposed trans- 
action are reasonable and fair and do not involve over- 
reaching on the part of any person. Applicant submits 

that the provisions of the Agreement between Applicant and 
TPC, under which TPC has agreed to pay $400,000 to Appli- 
cant (less $50,000 paid as consideration for an earlier option 
to negotiate for the acquisition of L-423 spandex fiber tech- 
nology) in seven equal semi-annual installments of $50,000 
each, were negotiated at arms length and are fair to both 
parties. Applicant asserts that the $400,000 payable for 
L-423 spandex fibers under the Agreement reasonably re- 
flects the value of the technical information and patent 
rights conveyed to TPC, and that the proposed transaction 
was approved by the Japanese governmental authorities on 
June 20, 1972. 


Applicant states that the proposed transaction is consistent 
with the investment policies of Christiana and with the gen- 
eral purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 20, 1975, at 5:30 p.m., submit 

to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shal! be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and Re- 
gulations promulgated under the Act, an order disposing 
of the application will be issued as of course following 

said date unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8804/May 30, 1975 


EXTENSION OF TIME FOR SUBMISSION OF COM- 
MENTS ON PROPOSAL TO STANDARDIZE PORT- 
FOLIO VALUATION BY CERTAIN INVESTMENT 
COMPANIES 


The Securities and Exchange Commission has extended 
from May 23, 1975 until June 23, 1975, the period 
within which written views and comments may be sub- 
mitted on the proposed interpretation of Rule 2a-4 under 
the Investment Company Act of 1940. The proposed in- 
terpretation was announced on April 15, 1975 (Invest- 
ment Company Act Release No. 8757) and would require 
all registered investment companies, including money 
market funds, to discontinue the use of an amortized 
cost valuation for the short term debt securities in their 
portfolio. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 6899/May 23, 1975 


SEC v. GREGORY AURRE, JR.., et al. 
75 Civ. 1934 (LPG) 
Southern District of New York 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission announ- 
ced that on May 14, 1975, the Honorable Lee P. Gagliardi, 
United States District Judge, Southern District of New York, 
entered final judgments of permanent injunction against 
Gregory Aurre, Jr. (““Aurre”), Peter Miranti (“Miranti’’) 

and Aurre & Co., Inc. 


Aurre and Miranti, who consented to the permanent in- 
junctions without admitting or denying the allegations 

of the Commission’s complaint, were enjoined from: (i) 
violations of the antifraud provisions of the Securities 
Exchange Act of 1934 and various provisions of the In- 
vestment Company Act of 1940 including those relating 
to embezzlement self-dealing, breach of fiduciary duty and 
books and records; and (ii) acting further in the capacity 
of officer, director, member of the advisory board, invest- 
ment adviser, depositor of any registered investment com- 
pany or principal underwriter of any registered open-end 
investment company, unit investment trust, or face- 
amount certificate company. In addition defendant Aurre 
consented to the entry of an order of disgorgement. 
Aurre & Co., Inc. was enjoined from violations of the 
self-dealing provision of the Investment Company Act of 
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1940. 


For further information see Litigation Release No. 6849/ 
April 22, 1975 and Litigation Release No. 6456/July 29, 
1974. 





Litigation Release No. 6900/May 27, 1975 


SEC v. SOUTH COAST HYDROPONICS OF ELSINORE, 
INC.; BUTTERFIELD FINANCIAL, SERVICES, INC.; 
RAY HUFFORD; BARRY LINDSAY; AND LEE SY- 
MONDS 

(CV-74-2425-RF C.D. CA.) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office, announced that on May 5, 1975, the Honorable 
Robert Firth of the United States District Court in Los 
Angeles, California, entered a judgment of permanent 
injunction by default against Butterfield Financial Ser- 
vices, Inc., and Barry Lindsay, both of Lake Elsinore, 
California, from further violations of Sections 5(a), 5(c), 
and 17(a) of the Securities Act of 1933, Sections 10(b) 
and 15(a) of the Securities Exchange Act of 1934, and 
Rule 10b-5 thereunder. 


The complaint alleged that defendants have offered and 
sold to the general public securities which were investment 
contracts in the form of hydroponic greenhouses coupled 
with offers of management agreements and that these se- 


curities were not registered with the Commission. The com- 


plaint charged that because hydroponic farming required 
specialized training and a substantial amount of land, most 
investors would have to use defendant South Coast’s land 
and management services, and thus would be investing in a 
common enterprise where the return on their investment 
would come from the efforts of the promoters. 


Further, the Commission alleged that defendants made 
misleading statements, and omitted to state certain ma- 
terial facts to potential investors regarding expected earn- 
ings from the hydroponic units. Defendants’ widespread 
advertising in several states claimed that each $15,000 
unit would return $5,000 to $6,000 a year to the investor. 
Potential investors were not told that these predictions 
were based on inadequate and inaccurate results of a one- 
time harvest from an experiemental unit, and that such re- 
sults had not been repeated in the commercial units. 


The Commission charged that defendants also misrepre- 
sented the potential of the hydroponic industry and 
omitted to tell investors of the numerous risks inherent 
in a hydroponic farming operation. 


For further information see Litigation Release No. 6497. 
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The Securities and Exchange Commission announced that 
on May 23, 1975 the Honorable George L. Hart, Jr., 
ia U. S. District Judge for the District of Columbia, 
tered orders enjoining Kenneth E. Denson (“Denson”), 
Walter F. Sparks (‘Sparks’), Paken Enterprises, Inc. 
(“Paken”), W.F.S., Inc. (‘‘W.F.S.""), Claude Leroy Dixon 
(“Dixon”) and Southern Capital corporation (“Southern 
Capital’’) from further violations of the antifraud provi- 
sions of the federal securities laws and the rules promul- 
gated thereunder with respect to any security. In addi- 
tion, the orders directed Sparks and Denson to disgorge 
to Allegheny Beverage Corporation (“ABC”) $1,500 
between them and directed Dixon to disgorge $10,000 
to ABC. 


The orders terminated litigation against these defendants 
which was instituted on May 11, 1973. The complaint 
in that action (SEC v. Allegheny Beverage Corporation, 
et al.) which was amended on January 8, 1975, alleged 
in part that in 1971 and 1972, Valu Vend Credit Cor- 
poration (“VVCC”), which was ABC’s subsidiary, held 
a fraudulent public offering of debentures. Under the 
terms of the offering, VVCC was required to sell $10 
million in debentures or return all proceeds to invest- 
ors. The compalint alleged that in order to reach the 
$10 million figure, the defendants participated in a 
fraudulent scheme whereby sham sales were made to 
W.F.S. and Paken, both of which were shell compan- 

ies, and a third company. The complaint further alleged 
that the sale of debentures to the third company was 
made pursuant to an agreement that within a short 

time the debentures would be redeemed. A few months 
later, according to the complaint, the debentures were 


tal Corporation, whose president was Claude Leroy 
Dixon. 


ite through a straw corporation, Southern Cap- 


The defendants consented to the entry of the orders 
without admitting or denying the allegations of the 
complaint. 





Litigation Release No. 6902/May 27, 1975 


SEC v. BANK VOM LINTHGEBIET, et al. 
U. S. District Court for the Southern District of Miami 
75-903-M-Civ.-PF 


The Securities and Exchange Commission today announced 
the filing of a complaint in the United States District Court 
for the Southern District of Florida seeking permanent 
injunctions to enjoin Bank Vom Linthgebiet, Uznach, 
Switzerland, Eli Timoner, Miami, Florida, Robert M. 
Thompson, Jr., Largo, Florida, Donald R. Baker, Clear- 
water, Florida, Robert N. Bussey, Buenos Aires, Argen- 

tina, Ramon N. D‘Onofrio, Pensacola, Florida, Alfred P. 
Herbert, Rapperswil, Switzerland and Markus O. Kaiser, 
Zurich, Switzerland from further violations of Section 10(b) 
of the Securities Exchange Act of 1934 (“Exchange Act”’) 
and Rule 10b-5 thereunder in connection with transactions 
N the securities of Investment Property Builders, Inc. 
(“IPB”), a Delaware corporation, headquartered in Miami, 


Florida, predecessor to Air Florida Systems, Inc. 


The complaint alleges among other things that during 1971 
the defendants engaged in a scheme to artificially manipu- 
late and increase the market price of IPB stock. 


The complaint alleges that as a part of and in furtherance 
of the scheme, the defendants Timoner, Thompson, Baker, 
Bussey and D’Onofrio met in March 1971 and agreed to 
acquire a large block of IPB shares through the use of a 
secret Swiss bank account at Bank Vom Linthgebiet with 
the participation and aid of defendants Herbert and Kai- 
ser. As a result of the defendants’ activities, IPB shares 
increased from the equivalent of $1.88 per share on April 
6, 1971, to $9.00 per share by October 12, 1971. 


The Commission also announced today the entry of orders 
of permanent injunction against defendants Eli Timoner 
and Robert M. Thompson, Jr., enjoining them from further 
violations of Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder. The defendants consented to the entry 
of these orders without admitting or denying the allegations 
of the Commission’s complaint. 





Litigation Release No. 6903/May 27, 1975 


SEC v. WESTERN PACIFIC GOLD AND SILVER 
EXCHANGE CORPORATION, et al. 
U.S.D.C. Nev., Civ. Action No. LV-74-188 RDF 


Robert H. Davenport, Administrator of the Denver Region- 
al Office of the United States Securities and Exchange 
Commission, announced that on May 15, 1975, U. S. Dis- 
trict Judge Roger D. Foley, District of Nevada, entered 

an order of summary judgment permanently enjoining 
Western Pacific Gold and Silver Exchange Corporation, 
also known as Western Pacific Coin and Silver Exchange 
Corporation, a Delaware corporation, James Ray Houston, 
also known as Sun Ray Star, Stanton L. Anondson, and 
Robert C. Evans from violating the registration and anti- 
fraud provisions of the securities laws. The summary judg- 
ment was entered with respect to certain securities offer- 
ed and sold by Western Pacific Gold and Silver Exchange 
Corporation and Western Pacific Coin and Silver Exchange 
Corporation and the defendants, including, among others, 
investment contracts, evidences of indebtedness or inter- 
ests or instruments commonly known as a security, in 

the form of silver investment agreements, or any other 
security of any issuer whatsoever. 


The Court also entered orders for certain ancillery relief. 
The first order of ancillery relief was against altering, des- 
troying, concealing, disposing, dissipating, transferring 

or removing any books, records, documents, correspond- 
ence, funds or assets of the defendants. The second pro- 
vision for ancillery relief continued the appointment of 
the receiver of all assets and property of, belonging to, 

or in possession of the defendants which has been received 
as a result of the acts and practices complained of in the 
complaint. The third provision for ancillery relief ordered 
that the defendants provide the Court with a complete ac- 
counting of all funds received from investors in connection 
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with the silver investment agreements of Western Pacific 
Gold and Silver Exchange Corporation and the uses to 
which such funds were put in the amounts of any remain- 
ing such funds in their location. The fourth provision of 
the ancillery relief ordered the defendants to disgorge to 
the receiver any and all funds, silver, or other assets which 
they have received as a result of their sales and/or purchases 


of the securities described herein. The Court ordered the de- 


fendants until June 16, 1975 to complete the accounting. 


The Commission also filed on May 15, 1975 a petition for 
civil contempt petitioning the Court for an order requir- 
ing defendant James Ray Houston to show cause why he 
should not be held in civil contempt of the Court for failing 
to account as ordered by the Court in its minute order 
dated April 15, 1975. The Court entered an order requir- 
ing James Ray Houston to appear on the 28th of May, 
1975, to show cause why he should not be cited for con- 
tempt for failure to comply with the Court’s order. 


For further information see Litigation Release Nos. 6616 
and 6726. 





Litigation Release No. 6904/May 27, 1975 


SEC v. INNOVEST, INC., et al. 
CV-75-1731-LTL, C.D. CA 


Gerald E. Boltz, Administrator of the Los Angeles Re- 
gional Office of the Securities and Exchange Commis- 
sion, announced that on May 22, 1975, the Honorable 
Lawrence T. Lydick, United States District Judge, in 
Los Angeles, California, permanently enjoined Inno- 
vest, Inc., of Beverly Hills, California, and Gregory W. 
McKay of Los Angeles, California, from violating the 
antifraud provisions of the Securities Act of 1933 and 
the Securities Exchange Act of 1934. 


According to the complaint, which was filed on May 

22, 1975, the defendants are alleged to have organized 
and promoted real estate limited partnerships in which 
Innovest, Inc., has acted as general partner. The com- 
plaint alleges that the defendants failed to adequately 
disclose the partnerships’ prospects for economic viabil- 
ity, the risk that certain tax deductions would be dis- 
allowed, the basis of fees paid to the general partner, 
and the extent of financing services provided by defend- 
ants. The complaint also alleged that the defendants mis- 
represented the projected results of operations, defend- 
ants’ track record, and the financial condition of exist- 
ing partnerships. 


The defendants consented to the entry of the perma- 
nent injunction without admitting or denying the 
allegations in the Commission’s complaint. 





Litigation Release No. 6905/May 27, 1975 
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U.S. v. STANLEY GOLDBLUM, et al. 
C.D. CA, Crim. Action No. 13390 


William D. Keller, United States Attorney for the Central 
District of California, and Gerald E. Boltz, Administrator 
of the Los Angeles Regional Office of the Securities and 
Exchange Commission, announced the return of guilty ver- 
dicts by a jury in the United States District Court at Los 
Angeles at the conclusion of a four month trial of Julian 
S. H. Weiner, of Beverly Hills, Solomon Block, of Granada 
Hills, and Marvin Al Lichtig, of Woodland Hills, who were 
among the defendants named in an indictment against 22 
individuals rising out of the fraudulent activities of Equity 
Funding Corporation of America. 


Defendant Weiner was convicted on six counts charging 
violations of the securities fraud provisions of the Securi- 
ties Act of 1933, three counts of filing a false registration 
statement in violation of that Act, and one count of filing 
a false 10-K report in violation of the Securities Exchange 
Act of 1934. Defendant Lichtig was convicted on six 
counts of securities fraud, five counts of filing a false re- 
gistration statement, one count of filing a false listing 
application with the Securities and Exchange Commission 
in violation of the Securities Exchange Act of 1934, and 
one count of filing a false 10-K report in violation of the 
Securities Exchange Act of 1934. Defendant Block was con- 
victed on five counts of securities fraud, and he was ac- 
quitted on one count. Block was further convicted of filing 
a false registration statement in-violation of the Securities 
Act of 1933, filing a false 10-K report in violation of the 
Securities Exchange Act of 1934, and he was acquitted of 
one count of filing a false registration statement with the 
Securities and Exchange Commission. 


Weiner was a partner of Wolfson, Weiner, Ratoff & Lapin, 
and Seidman & Seidman, accounting firms which had cer- 
tified financial statements of Equity Funding Corporation 
of America. Block was a manager with both Wolfson, 
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Weiner, Ratoff & Lapin, and Seidman & Seidman. Lichtig 
was a partner of Wolfson, Weiner, Ratoff & Lapin and later 
an officer of Equity Funding Corporation of America. 


Of the remaining 19 defendants, 18 had earlier entered 
guilty pleas and have already been sentenced. One de- 
fendant, Richard Gardenier, withdrew his guilty plea and 
his case awaits disposition. The Honorable Jesse W. Curtis, 
U. S. District Judge, who tried the case, ordered the de- 
fendants Weiner, Block and Lichtig to appear for sen- 
tencing on June 23, 1975. 





Litigation Release No. 6906/May 29, 1975 


SEC v. SANITAS SERVICE CORPORATION, et al. 
(D.C.D.C.) 


The Commission announced today that on May 23, 1975, 
Judge Howard F. Corcoran, United States District Court 
Judge for the District of Columbia, entered a Judgment 
in SEC v. Sanitas Service Corporation, et al., permanent- 
ly enjoining defendant Abraham Weintraub from further 
violations of Section 16(a) of the Securities Exchange 
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Act of 1934 and Rule 16a-1 thereunder, by failing to file re- 


ports on Form 4 with the Commission disclosing his trans- 

actions in the securities of Sanitas Service Corporation or 
any other issuer whose securities are registered pursuant to 
Section 12 of the Exchange Act, while he is an officer, di- 
rector or owner of 10% or more of the equity securities of 
such issuer. 


The Judgment against Abraham Weintraub further directs 
him to file with the Commission within twenty days after 
May 23 reports on Form 4 disclosing his purchases and 
sales effected in his own name or in the names of his 
nominees of equity securities of Sanitas Service Corpora- 
tion or of any other issuer whose securities are registered 
pursuant to Section 12 of the Exchange Act, while he was 
an officer, director or owner of 10% or more of the equity 
securities of such issuer. 


Abraham Weintraub consented to the entry of the Judg- 
ment of Permanent Injunction without admitting or deny- 
ing the allegations of the Complaint. 





Litigation Release No. 6907/May 29, 1975 
U.S.v. FEDERAL FINANCIAL SERVICES, INC., et al. 


Floyd H. Gilbert, Regional Administrator for the Boston 
Regional Office of the United States Securities and Ex- 
change Commission today announced the filing of a 
Complaint in the U. S. District Court for the District of 
Massachusetts against Federal Financial Services, Inc., 

a Massachusetts corporation located at 59 Cross Strdet, 
Lawrence, Massachusetts; Lewis Garston, its President, 
of Lawrence, Massachusetts; Donald Levesque, a former 
President of Federal, of Hudson, Massachusetts; Paul C. 
Kreminski, a salesman for Federal, of Meridan, Connec- 
ticut; Edward Rawling, a salesman and alleged Vice Pre- 
sident of Federal from Framingham, Massachusetts; 
Martin J. Harris, an Office Manager for Federal, of 
Lawrence, Massachusetts; David Jensky, a salesman for 
Federal, of Framingham, Massachusetts; and Sy Y. Guth- 
rie, 111, President of Underwriters Trust Company, which 
acted as registrar for a program associated with Federal’s 
securities, of 50 East 58 Street, New York, New York. 


The Commission’s Complaint alleges violations of the 
registration and antifraud provisions of the Securities 
Act of 1933 and certain antifraud provisions of the 
Securities Exchange Act of 1934. 


The Commission’s Complaint and supporting papers allege 
that during the period from on or about September 1, 
1973 to the present, the defendants had been offering 

and selling notes of Federal without a registration state- 
ment for such securities being on file with the Securities 
and Exchange Commission. 


_ The Commission’s papers further allege that offers and 
sales of Federal’s notes were made on the basis of untrue 
statements of material facts and omissions to state ma- 





terial facts. Among other things, the Commission’s 
Complaint alleges that the defendants represented that 
an investment in Federal’s notes was guaranteed when in 
fact it was not. It is also alleged that defendants omitted 
to state, among other things, that since August of 1974 
Federal has been insolvent and unable to meet its note 
obligations as they have become due. 


Sales of Federal’s notes were made to investors in Mass- 
achusetts, Connecticut, Rhode Island and New Hamp- 
shire. 


In addition to seeking injunctive relief, the Commission 
has asked the court to direct that an accounting be made 
and that the defendants disgorge all proceeds received in 
connection with the sale of Federal’s notes. 


Federal is presently involved in bankruptcy proceedings 
under Chapter XI of the Bankruptcy Act. 





Litigation Release No. 6908/May 29, 1975 


SEC v. WHEATHEART, INC., et al. 
N.D. Tex. Lubbock 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, to- 
day announced the filing of a civil injunctive complaint in 
Federal District Court at Lubbock, Texas on May 27, 1975, 
against Wheatheart, Inc., Wheatheart Cattle Company, 
Continental Cattle Company, H. C. Brillhart, Jr., Drew 
Ellis, John O. Pitts, Jr., Larry Sanders, Word B. Sherrill. 

Jr., Henry F. Shrum, Jerry Stubblefield and Linda L. Whit- 
ford, all of Perryton, Texas, Edward O. Buddy, Dodge City, 
Kansas, J. D. Hodges, Woodward, Oklahoma, and W. A. 
McQuiddy, Higgins, Texas, charging violations of the anti- 
fraud provisions of the federal securities laws in the offer 
and sale of limited partnership interests in cattle feeding 
programs managed by Wheatheart Cattle Company, a 
wholly owned subsidiary of Wheatheart, Inc. 


The Commission’s complaint charged that the defendants 
Wheatheart, Inc., Wheatheart Cattle Company, Continental 
Cattle Company, Brillhart, Ellis, Pitts, Sanders, Sherrill, 
Shrum, Stubblefield, Whitford, Buddy, Hodges and Mc- 
Quiddy violated the antifraud provisions of the federal se- 
curities laws in the offer and sale of more than $11,000,000 
of limited partnership interests in some 13 publicly owned 
cattle feeding funds managed by Wheatheart Cattle Com- 
pany. 


The complaint further charged that material misstatements 
of fact and material omissions of fact were made in the 
offer and sale of the publicly owned cattle feeding funds 
concerning, among other things: 

1. The solvency of Wheatheart, Inc.; 

2. The usage of public investors’ money by the defendant 
companies; 
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3. The relationship between Wheatheart, Inc. and Contin- 1974 and its Form 10-O quarterly report for the fiscal quar- 
ental Cattle Company; and, ter ended March 31, 1975. 





4. The usage of warehouse receipts by Wheatheart, Inc. 





On January 22, 1975, Wheatheart, Inc. was placed in Chap- 
ter X! bankruptcy in Federal District Court at‘Amarillo, 
Texas, and an operator-receiver appointed. Subsequently, 
Wheatheart Cattle Company, the general partner for the 
publicly owned cattle feeding funds, was also placed in 
Chapter XI bankruptcy. 


The Commission’s complaint alleged the defendants em- 
barked upon a scheme to defraud the public investors in 
the cattle feeding program which included: 


1. Selling more than $2,000,000 worth of cattle which 
belonged to the cattle feeding funds and failing to remit 
the proceeds to the funds; 


2. Selling nearly $750,000 worth of grain which belonged 
to the cattle feeding funds, but failing to remit the pro- 
ceeds to the funds; 


3. Using investors’ money to purchase in excess of 
$700,000 of cattle, but failing to pay the owners for 
the cattle; 


4. Appropriating more than 19,000,000 pounds of corn 
and 7,000,000 pounds of milo belonging to the cattle 
feeding funds and using the grain to feed other cattle; 
and, 





5. Issuing duplicate warehouse receipts on more than 
33,000,000 pounds of silage. 


Federal District Judge Halbert O. Woodward at Lubbock, 
set June 24, 1975, at 4:00 p.m., at Amarillo as the time 
for the hearing on the Commission’s motion for prelimin- 
ary injunctions. 





Litigation Release No. 6909/May 30, 1975 


SEC v. UNITED COMMUNITIES CORP. 
U.S. District Court for the District of Columbia, 
Court Action No. 75-0865 


The Securities and Exchange Commission announced the 
filing of a complaint in the United States District Court 

for the District of Columbia on May 27, 1975, seeking a 
court order directing United Communities Corp. (““United’’) 
and Alexander L. Guterma (““Guterma’’), United’s Chair- 
man of the Board of Directors and President, to comply 
with the reporting provisions of the Securities Exchange 
Act of 1934 and seeking a permanent injunction against 

further such violations. 





According to the Commission’s complaint against United 
and Guterma, the company failed to file and Defendant 
Guterma failed to cause United to file its annual report 
on Form 10-K for the fiscal year ended December 31, 
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